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Mortgage Automation
Facing the Challenges

Time L%v;(zrtlsng Types Noted
Consuming & Separated

Mortgage document processing is The problem extends beyond reduced costs A single loan file must be reviewed,
a complex, time-consuming effort. and complexity; slower processing means document types noted, and individual
slower capital realization. documents separated from each other.

Even if you use OCR or other rules-based approaches, it is likely that the amount of effort and the associated
cost with the identification and organization of key supporting documents create significant bottlenecks in your
business processes. This is due to the underlying limitations of rules-based approaches and the typical
unreliability of the system output, which requires 100% review of all data. In today’s world of Al and digital
transformation, organizations need the ability to reduce manual efforts by greater than 70%.

When you apply automation, you can sum up these tasks in three main activities. One is to classify or identify
documents that are there. This is mandatory from a business process perspective as well as a compliance
perspective and risk mitigation perspective. Second, you mus go through the process of separating out the
documents. Third, whether you use automation or manual labor, you need the information in these tasks to be as
reliable and as accurate as possible.

So, when considering technologies to automate these three main activities, it is identifying documents and
separating those documents out to make them discreet. Documents should not go into exceptions—which
involve manual processes—if it's unnecessary. Unfortunately, since today’s systems require so much
attention to configuration and tuning, which require expensive skill sets, most organizations remain
stuck in a bad situation.
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Document Document
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Identify specific document
types as fast as possible.

If a PDF has more than one High reliability of document
document, locate it and classification without traditional
create a separate file. trade-offs of expensive
professional services.
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Addressing the
Challenges

To address document classification, there are three main approaches: (1) a rules-based classification approach;
(2) automated classification focused on content or the text in a document; and (3) automated classification
focused primarily on the visual elements. A large percentage of organizations that are using automated
classification are using a rules-based approach. This is the process of taking a sample set of documents that
we want to classify and having a person go through them to identify specific attributes of each document class.
That can be encoded into a rule such as if a document has a board appraisal, then assign document class
appraisal. Typically, rules-based approaches use text.

If we've got a few document classes, even 20 to 30 document classes, then it's probably not all that difficult for
someone to go through and create rules for them, provided that the variants of those document classes isn't
high. Variants within classes are different formats or different styles of a particular document class. Where rules-
based classifiers fall short is when we introduce a high degree of variance within a specific document class or
large number of document classes.

In a rules-based approach, the more classes we have to create, the more rules we have to create and test,
which results in a large amount of manual effort. With more rules, we have more complexity, which breeds error.
If we create a rule for a specific document class that does not account for all variances, then those variances go
into exception.

Automated classifiers may offer a better alternative in cases such as mortgage processing that deal with high
complexity and variance. Automated classifiers rely on machine learning. Machine learning algorithms automate
the process of analyzing each sample document to discover what we call features or the attributes of each type
of document to automatically create rule sets.

Machine learning systems can process enormous volumes of data, much more in less time than any human can
do. Also, these systems collect more information and attributes more precisely and accurately. Literally hundreds
if not thousands of hours of effort in creating very explicit rules can be translated into five or six hours of compute
time. This is why many organizations are deploying automated classification. However, automated classifiers
require the curation of samples. You need to have an adequate number of samples that are tagged in order to
have the system learn. Most automated classifiers also are typically only text.

In loan processing, there are a lot of text heavy documents, but visual classification can be useful, too. There are
at least 800+ naming conventions that equate to approximately 250 or so discreet or specific document types. In
the case of document separation, you can implement a rules-based approach or an automated approach just for
separation just in the same way you could do that for classification itself. Ultimately, using one approach for
everything—rules-based approach, content-based automatic classifiers or visual automatic classifiers—you're
not going to get the level of performance that you desire.
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Automating Classification,
Configuration & Tuning
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