
How Closed Loan Sellers Can Clarify Revenue

Earlier In the Origination Process

What’s Your Pipeline Worth?



Spend Money to Make Money

• Loan origination requires spending money

• Revenue only comes after the loan is closed

– How much revenue will this loan generate?

• Is this loan going to close?

• Will key characteristics change before closing?

• Will investors change their pricing?
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Key Questions

• Is this loan going to close?

– Higher confidence as you approach closing – predictable

• Will key characteristics change before closing?

– Generally less change as you approach closing – suggests 
refreshing estimates periodically…

• Will investors change their pricing?

– How accurately can your past loan sales predict current 
pricing?

– Volume, recency, relevance
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Volume, Recency, Relevance

• When is the last time you sold a loan exactly like this one?

– More volume increases your chances

– But relevance is limited by how many key characteristics 
influence pricing

– Older sales are less useful

• Aggregate from many clients

– Increase volume

– Reduce lag time

• Valuation engine and expertise create repeatable pricing 

model
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Valuation Engine and Expertise

1. Stay on top of the latest trends in HMBS market pricing

2. Analyze loan level differences in HMBS and MSR 
valuations driven by factors unique to reverse mortgages

3. Understand how investors build their auction bid 
strategies
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Let’s understand HMBS pricing!

• What is an HMBS?

– HECM Mortgage Backed Security

• What goes into the value of an HMBS?

• General Market Conditions

➢ What end investors are paying for these pools of HMBS at 

any moment in time based on bond and MBS markets 

centered around interest rates and the bond market  

➢ This is always in motion; it never sits still
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Let’s understand HMBS pricing!

• In addition to the general market conditions the actual loan 

characteristics play a vital role in valuing a loan.

• Some of the main loan characteristics are:

– Note rate/margin

– Expected Rate*

– Utilization

– Borrower Age

– Single vs Joint borrower

– Property Value

– Property Location/Type

* Key to refi risk 
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Let’s understand MSR pricing

• What is an MSR?

– Mortgage Servicing Right

• What goes into the value of an MSR?

– Same loan characteristics from HMBS are components of 
MSR value

– LOC draw expectations

– Prepayment expectations

– Buyout and Workout Costs

• HUD rules and regulations

• Details of working a loan out including variables like which 
state the property is in
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What can we do with this information?

• Since individual loan values in reverse mortgages very 

more widely than forward mortgages it is of even greater 

importance to know the current value of your pipeline.

▪ How can you value your loans and overall pipeline?

▪ When can you know these values?

▪ How are changes in the HMBS market and MSR 

valuations affecting your loan values, and how often 

should you get an update on this?
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Marking your pipeline to the market
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Marking your pipeline to the market
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Marking your pipeline to the market 
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Closing

• Accurately predicting revenue is key to business 

management

• Earlier information enables better decisions

• Repeatable processes can continually improve

• How can higher confidence in your loan values close more 

loans for you?
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Q&A - Thank you

Jon McCue

RMI, Director of Client of Relations

 

 jon.mccue@rminsight.net

 (682) 651-5632

 www.rminsight.net
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