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The COVID-19 pandemic 
could prove to be the most 
serious challenge that 
financial institutions have 
faced post the 2008 
financial crisis.

The pandemic has brought 
the entire world to a 

standstill, specially the financial sector. Banks are facing 
unprecedented challenges in managing revenue and 
customer expectations during this turmoil. 

Banks are on a constant vigil about the strategy and 
brand issues that will define their future, as market 
forces and customer behaviors will potentially change 
coming out of this crisis.

The following sections will highlight some of the trends 
that are expected to take shape in the mortgage industry 
as well as the importance of owning digitalization in the 
wake of the economic downturn.  

US Mortgage Industry 

The banking sector that has been affected the most is 
the lending sector (Retail & Corporate). 

In the United States, in 2019, on an average the 
mortgage debt per consumer stood at 
$202,284 with an overall mortgage debt of 
$9.12 trillion.

US mortgage industry is looking at an uncertain future 
post COVID-19 especially with the rise in delay of loan 
repayments, re-financing existing loans, interest rates 
have plummeted to their lowest threshold affecting the 
overall revenue margins. Lastly, LIBOR(London 
Interbank Offering Rate) is also due for replacement in 
2021 which would be affecting close to $4 trillion worth 
of underlying contracts. The only way these challenges 
can be overcome is by reimagining how the business is 
done. 

Digitization of the Loan Sanction and 
Documentation Process (Digital KYC), 
Digitization of Loan Recovery Process, Customer 
Relation Management, AI in banking are some 
of the transformations that can help the 
financial industry to negate this crisis.

Impact of COVID-19 On Mortgage 
Companies

(Source: Accenture, 2020) The spread of the pandemic 
and ensuing government intervention will pose multiple 
challenges to loan services according to Accenture.

Forbearance: surges in inbound calls from worried 
borrowers seeking to explore their options. Majority 
of the consumers will opt for forbearance

Outbound Collections: loan services may observe 
an increase of due accounts (30+ days) from 
borrowers who have failed to contact the services 

Loan Modification/Liquidation: borrowers may fail 
in regaining financial wellness to start paying their 
mortgage by the end of the forbearance plan. This 
may result in the introduction of retrofit repayment 
plans or liquidation

(Source: Factset, Tom P Davis, 2020) COVID-19 has put 
the US economy under enormous pressure. 

As of May 2020, as many as 36.5 million 
Americans have filed for unemployment insurance

According to the Congressional Budget Office, the 
unemployment rate is expected to rise over 10% 
during Q2 

The GDP may dip below 7% and may even 
deteriorate further as time progresses 

Increasing numbers in unemployment will lead to 
further failure in meeting mortgage payments. However, 
forbearance may be a boon since any increase in 
forbearance loans may slow down the increase in loan 
defaulters eventually.

Introduction
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Financial Industry Trends Post COVID-19 

Mortgage rates are likely to drop even more:

Mortgage rates have been on a roller   coaster ride, 
the 10-year treasury note rates have risen and 
fallen unpredictably.

Mortgage Refinancing:

With the rising economic downturn, the mortgage 
industry in US is seeing a dynamic shift towards 
Loan Refinancing. It is estimated that the 
refinancing loan business could rise by 36.7% from 
2019 leading to a staggering volume of $1.23 
trillion. 

Overall mortgage origination is estimated to be 
$2.61 trillion this year – this is majorly triggered by 
a sharp rise in the mortage refinancing. 

To further aid the loan refinancing surge, the 
federal reserve in the US has announced that in the 
coming months, there would be further lowering of 
the interest rates. 

The average interest rate on the 30-year fixed 
Loan fell to a record low as on 10 March 2020, 
causing a 224% jump in refinance applications 
annually. Source: CNBC

Digital Mortgage & Remote Online Notarization:

The blueprint for these technology transformations 
already exists in our ecosystem, COVID-19 has given us 
the opportunity to implement them and bring about a 
constructive change in the way the industry operates. 

Some of the solutions are:

Workflow Automation

Agreement Clouds, or Secure Agreement 
Automation

Electronic Signatures (e-signature)

To aid these technological changes, there are many 
enablers such as digital identity verification, facial 
biometrics, and artificial intelligence. Used together, 
facial biometrics and ID document verification can help 
ensure a remote user is in fact the person they claim to 
be.

AI (Artificial Intelligence) in LIBOR (London 
Interbank Offering Rate) Migration:

AI is helping financial institutions in managing legal 
risk associated with LIBOR migration.

AI implementation has made the contract reviewing 
process more accurate and cost effective. Using 
applications such as natural language processing 
(NLP) & pattern recognition along with machine 
learning, AI can extract contract terms and validate 
them against other data. 

10-Year Treasury yield and mortgage rates
10-Year Treasury yield Average 30-year fixed mortgage rate

January 2019 - March 2020

4.8%

4.2%

3.6%

3.0%

2.4%

1.8%

1.2%

Source: Federal Reserve, Bankrate data
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P2P Lending (Peer to Peer Lending): 

P2P lending is an alternative form of lending where an 
individual takes a loan from another individual without 
the involvement of a bank or financial institution. 

Products Offered: Individual Mortgage, Student 
Loan, Personal Loan.

In the US, the P2P market is regulated by U.S. 
Securities and Exchange Commission (SEC).

Opportunity:

According to a study done by National Mortgage News, 
only 48% of US institutions are presently offering a 
digital mortgage experience. This data clearly shows 
that a good percentage of US financial institutions 
should use the COVID-19 situation as an opportunity to 
digitally equip them for the change.

Challenges and Barriers:

As in the case of any process change, there are various 
challenges and barriers which the ecosystem anticipates 
especially while implementing a new technology. Listed 
below are a few key factors that affect a technological 
adoption in a financial industry.

Solution Approach for E-Mortgage 
Implementation: 

The process of migration towards complete 
digitalization is a journey using a hybrid 
methodology that encompasses both, digital 
processes along with the existing processes.

To arrive at a hybrid methodology. the entire system 
is initially broken down into different stages.

16%

10%

3% 2% 3%

48%

19%

Currently 
offering

Will be 
ready within 
the next 6 
months

Will be 
ready within 
the next year

Will be 
ready within 
the next two 

years

Will be 
ready in 2+ 

years

No plans to 
offer a digital 

mortgage 
experience

Not 
Sure/Don't 

know

Source: National Mortgage News as of January 2020.

Offers to lent/invest
LENDERS

LOAN AGREEMENT

HOW P2P 
LENDING 
WORKS?

BORROWERS

P2P PLATFORM

Disbursement of loan

Posts loan request
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Readiness to Offer Digital mortgage Experience by 
US Bank

Integration with existing systems/platforms

Getting management support/
Top-down commitment

Obtaining budget

Training staff

Proving ROI

Employee resistance

Complexity/lack of understanding

Vendor vetting/approval

Competing priorities

Time/resources

Cost/investment

Security concerns

Regulatory compliance constraints

46%

46%

45%

44%

43%

43%

35%

33%

33%

32%

31%

30%

26%

Key Factors Affecting Technology Adoption:

Source: National Mortgage News as of January 2020.
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E-Mortgage Hybrid Structuring:

Paper Note*, Paper Notarization**, Electronic Signed Closing Disclosures***

Electronic Note, Paper Notarization and Electronic Signed Closing Disclosures

Paper Note, Electronic Notarization and Ink Signed Closing Disclosures

Paper Note, Electronic Notarization and Signed Closing Disclosures

*Paper Note: signifies the credit report written by the underwriter 

**Paper Notarization: signifies the loan documentation 

***Closing Disclosures: signifies the loan closure documents 

Summary

In all likelihood, COVID-19 will push consumers and servicers alike to adopt digital mediums for 
engagement across the finance sector. With social distancing norms becoming a serious precautionary 
measure, consumers (especially the older generation) would eventually take to becoming more 
tech-savvy and be open to adopting digital tools and other virtual solutions. Working from home has 
become a norm with most organizations encouraging their employees to leverage collaboration tools 
that make interactions with both peers and end consumers a remote affair.  

Short-term business solutions need to be set aside and a long-term strategy habits in terms of digital 
automation, agility, and scalability should be imbibed.
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Considering the present scenario, the next 12 months will be a defining period for the mortgage industry. 
Adoption of technology over the entire consumer life cycle is inevitable.
 
However, the essence of ‘human touch’ will always make a customer feel secure and emotionally connected. 
Thus, in the initial phase a hybrid model should be the approach to digital migration. 

Lenders who stay in tune with consumer attitude and maintain visibility will be well-positioned to be  the lender 
of choice time and time again.

Conclusion
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When we least expect it, life sets us a challenge to test our courage 
and willingness to change.
         - Paulo Coelho
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