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Try Exploiting Qualitative 
Information

Servicing shops generate enormous amounts of data about borrowers,
and there are strategies to take advantage of this.

Until recently, servicers have
relied exclusively on numeri-
cal data, or structured data, to

predict customer behavior. But now
they can systematically access infor-
mation and observations generated by
other forms of interaction with bor-
rowers to enhance servicing results.

These new efforts incorporate tex-
tual information, referred to as “un-
structured data,” allowing servicers to
gain much better insights into past
customer behavior and to predict fu-
ture behavior. This new approach,
commonly referred to as “mixed-data
analytics,” has many areas of applica-
tion within the mortgage industry and
can fundamentally change the way
many organizations view the value
of  their conversations with their 
customers.

So, what is mixed-data analytics? In
simple terms, it involves using all cus-
tomer-related information available for
analysis - including what a customer
tells a servicer during any interaction,
whether spoken or written.

From a practical standpoint, it re-
quires integrating structured data -
such as credit scores, payment histo-
ries, loan characteristics, customer de-
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mographics, property record informa-
tion, etc. - with unstructured text data
- such as call center logs, e-mails, at-
torney notes, and other commentary
and observations - into a single view
of the customer.

This expanded single view of the
customer enables mortgage servicers
to better understand and to potential-
ly more accurately predict customer
behavior in a wide range of areas,
such as servicing, collections, reten-
tion, cross-selling and other customer
relationship management efforts.

Unsecured industry

A mixed-data approach offers the
opportunity of wide application
across many industries. The most
notable applications to date have
been in the credit card area.

In one example, a major credit
card issuer projected $4 million in in-
creased collections revenue from its
60-to-90-day delinquent customers
by using a mixed-data model - one
that more accurately selects high-

versus low-risk customers and as-
signs more appropriate collections
strategies.

At another credit card company, a
mixed-data collection solution identi-
fied an additional 3,000 accounts for
late-state settlement offers, producing
$5.3 million in annual returns.

The mortgage industry could very
likely experience similar, if not superi-
or, results.

Like any new approach, initial ef-
forts tend to focus on a specific appli-
cation area from which the approach
expands into other business functions.
The initial area for applying mixed-da-
ta analytics for the mortgage industry,
like the credit card industry, has been
in the loss mitigation field.

Historically, mortgage servicers
have identified and prioritized poten-
tial problem loans using only struc-
tured numeric data. But this incorpo-
rates only about 20% of the available
loan and borrower information. By ex-
ploiting the available unstructured
data that makes up the other 80%,
mortgage servicers can not only im-
prove their ability to predict customer
behavior, but can also have a much
better understanding of the key fac-
tors differentiating behavior.

Extracting this textual data and in-
corporating it into predictive loss miti-
gation models provides servicers with
a much more powerful tool to deter-
mine which loans will cure themselves
and which should be handled using
forbearance, short sales, foreclosure
or other methods.

A model such as this is fundamentally
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based upon building a mixed-data an-
alytics platform which efficiently
processes (i.e., audits, cleans, trans-
forms) text data and generates se-
mantically-rich concepts within the
loss mitigation process.

The key benefits of a mixed-data-
driven loss mitigation solution are:

■ more accurately identifying like-
ly defaulters or at-risk borrowers;

■ increasing the understanding
of  default behavior and trends
through key text-based default con-
cepts; and

■ treating borrowers more effec-
tively based upon more accurate risk
profiles.

Handsome improvement

In one study completed recently
with a mortgage servicer, the mixed-
data-driven loss mitigation solution
produced models that yielded signifi-
cant improvement in the predictive
performance across several key deci-
sioning points.

In this case, performance was
measured by the improved accuracy
of the model in predicting cures on a
sample of accounts where the default
outcome was known. This particular
mixed-data model’s improved per-
formance over traditional structured-
only data models can significantly
improve loss mitigation efforts
through better targeting of accounts
that are least likely to cure.

Operationally, a mixed-data ana-
lytics solution entails integrating a
scoring engine module that is linked
with the customer’s various struc-

tured and unstructured databases, so
the necessary data elements are read-
ily available for constant scoring
and portfolio moni-
toring. There are a
variety of scores
generated and up-
dated to allow for
prioritization and
classif ication of
customers for vari-
ous loss mitigation-
related actions.

While the details
of individual ser-
vicer models remain
propr ie ta ry,  th i s
kind of solution is generally applica-
ble for all servicers that rely on ana-
lytical models to improve their loss
mitigation efforts.

Apart from loss mitigation, other
application areas for the use of
mixed-data analytics include:

■ Customer service. Call center
notes help build rich profiles of bor-
rowers for reputation risk propensity

and other complaint-management 
indicators.

■ High-risk properties. Broker price
opinion and property inspection notes
can create models that predict loss due
to property preservation issues.

■ Fraud. Call center notes com-
bined with origination information can
detect unusual cases and suspicious
behavior.

■ Customer retention and cross-
selling. Customer-interaction informa-
tion can be combined with servicing,
demographic, credit and other struc-
tured data sources to identify cus-
tomers who are most likely to pre-
pay and categorize cross-selling

opportunities.
Mortgage companies

are starting to utilize more
of their customer informa-
tion to make better deci-
sions, as well as to im-
prove processes and
bolster the bottom line. In
many ways, this greatly
enhances the value of the
large investments institu-
tions have made in devel-
oping and expanding large
data warehouses of cus-

tomer information.
Finding more efficient ways to

leverage this information to improve
business process management and
customer relationships is a natural
step that will likely expand in the fu-
ture. Mixed-data analytics is an area of
opportunity where improvements are
being achieved in the mortgage servic-
ing domain. SM

Amixed-data 
approach offers 
the opportunity of
wide application
across many 
industries.


