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Abstract
In the mortgage industry, many mortgage lenders cannot manage mortgage workflow
systems while meeting and exceeding organizational objectives. Organizations with an
above-industry average turnaround time (ATT) to complete a retail mortgage transaction
(RMT) from origination to funding experience revenue losses. Grounded in the
proposition that mortgage loan purpose (MLP), mortgage loan type (MLT), and subject
property type (SPT) impact ATT to complete an RMT, the purpose of this causal-
comparative study was to assess the impact of MLP, MLT, and SPT on ATT to complete
an RMT. Using archival data records (N = 146) from a selected mortgage institution in
the state of Florida, the results of the 2 x 2 x 2 factorial ANOVA showed that there were
no main or interaction effects F(5,140) = 0.42, p = .83. Implications for social change
include the possibility for mortgage lenders to implement improved workflow processes
to reduce costs and improve efficiency metrics and intrinsic value, thereby benefitting

organizational stakeholders such as employees and consumers.
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Section 1: Foundation of the Study

In the mortgage profession, managers identify procedural problems to make
educated decisions to improve business processes (Agarwal, Ben-David, & Yao, 2017,
Bapat, 2015). Managerial decision-making, whether positive or negative, may influence a
firm’s profitability (Persson & Ryals, 2014). The goal of this study was to examine a
potential impact of mortgage loan purpose (MLP), mortgage loan type (MLT), and
subject property type (SPT) on average turnaround time (ATT) to complete a retail
mortgage transaction (RMT) from origination to funding.

Background of the Problem

The mortgage trade is a vast, sophisticated group of financial transactions that
deliver intangible services with a possibility of financial risk at every link of the value
chain (Muthusamy & Dass, 2014; Zhang & Tang, 2014). Mortgage loan originators
(LOs) provide consumers with retail mortgage products in the primary market, while
private and public investors supply capital to the finance and housing industries in the
secondary market (Ametefe, Devaney, & Marcato, 2016; Petersen, Waal, Mukuddem-
Petersen, & Mulaudzi, 2014; Roulac, 2014). Eckstein (2015) noted that understanding
complex mortgage investments requires a sophisticated knowledge of the extensive
guidelines and complicated regulations of the primary and secondary mortgage sectors.
Hall (2015) found that an LOs inefficient processes with complex mortgage procedures
increase ATT to complete an RMT. A better understanding of the impact of MLP, MLT,

and SPT on ATT may help managers to perfect the retail mortgage lending process.



The formation of the Consumer Financial Protection Bureau (CFPB) spurred
consumer expertise in mortgage products and guidelines while adding to the competitive
nature of the business for service quality and efficiency (Ambrose & Conklin, 2014;
Eckstein, 2015). Hall (2015) stated that a firm’s leaders would need quantifiable data and
research to refine a business or process. Eckstein (2015) also mentioned that stricter
mortgage regulations and credit standards cause competitors to rethink consumer
acquisition strategies and to revise mortgage-processing techniques. Examination of the
impact of MLP, MLT, and SPT on ATT may offer mortgage managers insight for retail
mortgage process improvements to reduce ATT, thus increasing efficiency. Furthermore,
these results may offer managers ways to reduce transaction costs, improve
organizational reputation, and hence increase profitability and intrinsic value.

The consolidation and loss of financial institutions, which resulted from the 2008-
2009 financial crisis, caused customer acquisition costs to increase (Harrison & Seiler,
2015). Abosag, Yen, and Barnes (2016) showed that LOs develop mortgage business
through proven marketing strategies to attract consumers to purchase or refinance
residential real estate. Carswell and Babiarz (2016) noted that the increase in overall
transaction costs and process turnaround times should alert managers to consider
functional relationships between consumers and employees. Customer acquisition
happens through networking with realtors and builders, and through direct consumer

advertising.



Problem Statement
Above-industry ATT to complete an RMT from origination to funding results in
revenue losses (Hall, 2015). On average, only 20% of mortgage applicants continue to
closing; however, mortgage origination costs represent 33% of the total closing costs of
an RMT (Ambrose & Conklin, 2014; Carswell & Babiarz, 2016). The general business
problem is that retail mortgage institutions incur escalating transaction costs as ATT
increases to complete an RMT (Bakare, 2016). The specific business problem is that
some mortgage managers do not know the impact of MLP, MLT, and SPT on ATT to
complete an RMT from origination to funding.
Purpose Statement
The purpose of this quantitative, causal-comparative study was to examine the
impact of MLP, MLT, and SPT on ATT. The independent variables were MLP, MLT,
and SPT. The dependent variable was ATT to complete an RMT from origination to
funding. The archival population data included a selected mortgage institution’s retail
originations data from the state of Florida. Mortgage managers may increase the firm’s
intrinsic value through more efficient ways to minimize ATT by reducing transaction
costs and lessening risks to complete an RMT. Therefore, the social change implication
of this doctoral study includes the potential increase in the firm’s intrinsic value for
organizational stakeholders.
Nature of the Study
Dobbin and lonan (2015) mentioned that a quantitative method, as | used in this

study, is valid when a researcher collects numerical data for hypotheses testing. A



quantitative method was suitable for this doctoral study because I collected numerical
data and tested the study hypotheses. Marshall and Rossman (2015) stated that a
qualitative research method is appropriate when a scholar seeks to explore a phenomenon
through participant interviews. The qualitative method would not have been conducive to
my research goals because | did not conduct interviews to explore a phenomenon.
Finally, researchers use the mixed method to explore phenomena and examine numerical
data, concurrently, through interviews and surveys (Stockman, 2015). Again, the mixed-
method approach was not appropriate because | did not conduct interviews to research a
phenomenon.

Explicitly, the use of a causal-comparative design can indicate statistical
relationships between three categorical independent variables and one continuous
dependent variable (Huck, 2012). Dobbin and lonan (2015) mentioned that other
quantitative designs indicate correlations between research variables. The objective of
this doctoral study was not to show a correlation but to examine a potential impact
between the independent variables on a dependent variable. Koskey and Stewart (2014)
offered that an exact experimental design requires four elements that include
manipulation, control, random assignment, and random selection. In this doctoral study, |
did not show any experimental manipulation, control, nor selection. Therefore, an
appropriate design for this doctoral research is a causal-comparative design.

Research Question and Hypotheses
Research Question: What is the impact of MLP, MLT, and SPT on ATT to

complete an RMT from origination to funding?



Ho: MLP, MLT, and SPT do not have an impact on ATT to complete an RMT
from origination to funding.

Hi: MLP, MLT, and SPT do have an impact on ATT to complete an RMT from
origination to funding.

Theoretical Framework

Previous scholars have used theoretical propositions as lenses to view a business
problem or phenomenon (Krahmer & Strausz, 2015; Lahav & Zimand-Sheiner, 2016). |
developed a proposition regarding a possible theoretical explanation for the impact of
MLP, MLT, and SPT on ATT in an RMT, which I justified using findings in extant
literature. Al-Bahrani and Su (2015) demonstrated that MLP is a significant variable to
determine mortgage pricing. Park (2016) proved that MLT is an influential variable to
assess risk performance between insured and uninsured MLTs in RMTs. Gallagher
(2016) verified SPT as a significant indicator of tax revenues in local governments. Feng,
Fan, and Yoon (2015) measured loan popularity and proved ATT is a critical variable in
the assessment of peer-to-peer (P2P) lending strategies for borrowers and lenders. The
review of concurrent and previous studies assisted me in evaluating potential impacts of
the developed research variables.

In this doctoral study, the independent variables may indicate an impact on the
dependent variable based on previous scholars’ research. Bhutta, Ringo, and Kelliher
(2016) examined MLP and MLT data retrieved from the Home Mortgage Disclosure Act
(HMDA aka Humda) database and reported that an increase in MLP and MLT data

indicated industry growth. McCormick and Calahan (2013) used SPT as the foundation



for a unique loan identifier in an RMT to track performance throughout primary and

secondary market transactions. Li and Goodman (2015) also mentioned that many indices

include MLP, MLT, and SPT as factors to investigate critical mortgage problems.

Therefore, drawing on existing literature, | proposed that a linear combination of MLP,

MLT, and SPT may predict ATT when using a selected institution’s RMT data.
Operational Definitions

Average turnaround time: The average time, in days, to complete the RMT
process from mortgage origination to funding (Gupta, Yadav, & Goyal, 2017).

Closing: Closing is the finalizing stage for an approved RMT in the process
(Barrutia & Espinosa, 2014).

Funding: Funding is the disbursement of funds that consummates an RMT (Papin
& Turinici, 2014).

Mortgage loan purpose: Consumers us a mortgage loan to purchase or refinance
real estate (Mason, Imerman, & Lee, 2014).

Mortgage loan type: Mortgage loan type is the type of insured or securitized loan
provided by retail mortgage companies (Rose, 2016). For the proposed study, loan types
include government-insured loans, such as Federal Housing Administration (FHA) and
Veterans Administration (VA) mortgages, and conventional loans, securitized by private
investors.

Mortgage process: LOs workflow for transaction processing retail mortgages
(Hall, 2015). For the proposed study, the mortgage process includes origination,

processing, underwriting, closing, and funding.



Origination: The consumer or LO initiate the mortgage process by completing a
mortgage application with the intent to proceed (Ambrose & Conklin, 2014).

Processing: The accumulation of all stipulated borrower, LO, title, insurance,
home association, taxes, inspection, and appraisal documents to support underwriter
approval (Hall, 2015).

Subject property type: Mortgage applications indicate the subject property, or the
type of real estate collateral, in an RMT (Thode & Levine, 2017). The SPT for the
proposed study is owner-occupied and non-owner-occupied property types.

Underwriting: The overall assessment of borrower and lender risks associated
with the approval or denial of an RMT (Bakare, 2016).

Assumptions, Limitations, and Delimitations

Scholars acquire knowledge and information from research to help with
developing expectations, boundaries, and omissions in a study (Marshall & Rossman,
2015). A scholar demonstrates the range of intensity of the research by identifying
assumptions, limitations, and delimitations (Baumeister, 2013; Riffe, Lacy, & Fico,
2014). In the following literature, I outline my assumptions and the study’s limitations
and omissions to provide an opening for future scholars to fill any research gaps.
Assumptions

An assumption is a non-testable claim that a researcher takes as true without
knowing if the statement is factual (Riffe et al., 2014). My first assumption was that the
independent variables reflected an accurate representation of loan characteristics within

an RMT. The second assumption was that the dependent variable was an appropriate



measure of efficiency in all mortgage institutions. The third assumption was that the
selected data was indicative of all mortgage company data compliant with HMDA and
respective state statutes. My final assumption was that there was consistency in the
selected data across the mortgage industry.
Limitations

Stockman (2015) mentioned that the shortcomings in research design and
methodology indicate the potential boundaries of a study. Specifically, in this study, the
limitations were the ex post facto study design and archival data. Koskey and Stewart
(2014) stated that a study might be limited owing to the researcher’s inability to
generalize the research findings and establish study validity. Reio (2016) identified a
limitation to the causal-comparative research design noting that it lacks randomization
and control and increases the chance of researcher bias. Cotteleer and Wan (2016)
experienced limitations in research design and methodology when using archival data to
analyze and interpret a phenomenon or to ascertain potential relationships between
industry and research. Turiano (2014) stated that the main limitation to archival data is
the lack of reciprocity among previous research studies for present scholars to use. In this
doctoral study, | sought to define the boundaries and minimize limitations by developing
constraints such as controlling data sets and limiting the range of the selected data.
Delimitations

Delimitations are the constraints or controls in research (Atencia, 2014; Wang J,
2015). In this doctoral study, | did not include retail mortgage data from outside the

United States. Similarly, 1 did not include retail mortgage data outside of Florida in the



procured study sample. Furthermore, | did not include retail home improvement
mortgage data. Amadi-Echendu and Pellissier (2014) indicated that personal employee
data, such as marital status and age, have minimal significance on turnaround times.
Therefore, |1 omitted personal employee data from this examination.
Significance of the Study

Findings from this study may extend mortgage knowledge in scholarly literature
and be used to improve retail mortgage processes. Mortgage managers may gain
additional perspectives for procedural improvements to increase efficiency, decrease
transaction costs, and diminish moral hazard. Bakare (2016) determined that significance
in scholarly research depends on the application of the research to a real-time business
environment. For bank owners, mortgage lenders, and managers, understanding the
value, contribution, and social change factors in this study may lead them to develop vital
procedural improvements in RMTs (Adeleye, 2015; Barrutia & Espinosa, 2014).
Mortgage managers may choose to apply the findings, whether significant or not, to
improve or modify overall loan processes while seeking to improve efficiency, reduce
transaction costs, and curb moral hazard.
Contribution to Business Practice

This study has four identifiable contributions to mortgage business practices to
help mortgage leaders and managers improve RMT processes and profits. Mortgage
managers who can pinpoint and attract applicants with the lowest acquisition costs tend
to profit the most (VVan Rensselaer, Blackstone, Crabb, & Gordon, 2014). Adeleye

(2015), Bapat (2015), and Ertlrk (2014) showed that theoretical research applied in
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business practices has included significant findings, which have provided managers with
applicable results to contribute knowledge and innovate business practices. Hence, the
first benefit of this study’s findings is the reduction of RMT costs. A second benefit from
my findings is the potential for a more efficient mortgage process. A third benefit is that
mortgage managers may use the findings to better understand the impact relationships of
RMT characteristics have on ATT to achieve organizational goals. A final benefit of this
study is that it provides significant data and results to mortgage managers seeking to help
increase their firms’ intrinsic value. Therefore, my evaluation of MLP, MLT, SPT, and
ATT in this study may help mortgage leaders and managers reduce transaction costs,
improve RMT efficiencies, and increase their firms’ intrinsic value for stakeholders.
Implications for Social Change

This study’s positive social change implications include the potential to assist
mortgage stakeholders (customers, employees, managers, government agencies,
shareholders, and third-party vendors) with process improvements to boost industry
reputation. Since 2008, real estate, mortgage, and finance professionals have experienced
an increased level of consumer animosity while completing an RMT (Abosag et al.,
2016; Hall, 2015). Hall (2015) further stated that the mortgage process needs an overhaul
to improve industry reputation to decrease moral hazard and consumer animosity.
Understanding among mortgage leaders and managers regarding consumer and employee
experiences is vital to achieving a firm’s social objectives in the mortgage industry
(Bordo, 2014, Pelser, 2014). Markovitch and Willmott (2014) also mentioned that

improving the mortgage process may mitigate the moral hazard felt by consumers during
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the 2008-2009 financial crisis. My analysis of the impact of MLP, MLT, and SPT on

ATT may assist managers in simplifying the loan process to curb consumer animosity
and moral hazard and improve industry reputation while increasing the firm’s intrinsic
value.
A Review of the Professional and Academic Literature

A review of the academic and professional literature shows the various sources a
researcher utilized in a study, including peer-reviewed journal articles, government
sources, and seminal books (Baumeister, 2013). Cotteleer and Wan (2016) suggested that
literature reviews should adopt a phenomenon-driven approach as an alternative approach
to literature-driven reviews. Irrespective of the literature review approach, the content
analysis must be succinct and show synthesis between professional application, academic
research, and results (Larsen & How Bong, 2016). In the literature review, | offer a
critical analysis of the extant sources associated with the developed independent variables
supporting the refined theoretical proposition while including a critical analysis of the
extant sources related to the dependent variable.

Analyzing the literature and synthesizing the research indicated the following
topics, (a) theoretical framework; and (b) supportive theoretical reviews, complete with a
transitory synopsis of the literature. The following tables represent the frequencies of
peer-reviewed and non-peer-reviewed sources organized by year, percentages, and
sections. Table 1 represents the number and frequency of peer-reviewed and non-peer-
reviewed sources by year. Table 2 indicates the number and frequency of literature

review sources by variables. Table 3 displays the number and frequency of unique



sources by literature review section. Table 4 shows the reference type by peer-reviewed

and non-peer-reviewed frequencies.

Table 1

Number and Frequency of Peer-Reviewed and Non-Peer-Reviewed Sources by Year

Source year  No. of sources % of total PR Non-PR
<2014 9 5.03% 5 4
2014 29 16.20% 26 3
2015 44  2458% 44 0
2016 48  26.82% 46 2
2017 42 2346% 42 0
2018 7 3.91% 7 0
Total sources 179 100.00% 170 9

12



Table 2

Number and Frequency of Literature Review Sources by Variable

Research variables No. of sources % of total PR Non-PR

MLP - Independent variable 1 25  32.89% 23 2

MLT - Independent variable 2 20 26.32% 18 2

SPT - Independent variable 3 19 25.00% 18 1

ATT - Dependent variable 12 1579% 8 1

Totals 76 100% 67 6
Table 3

Number and Frequency of Unigue Sources by Literature Review Section

Literature review section No. of sources % of total PR Non-PR
Search database & terms 3 361% 3 0
Theoretical framework 70 84.34% 66 4
Supportive theories 10 12.05% 9 1
Totals 83 100% 78 5

13
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Table 4

Number and Frequency of Reference Type by Peer-Reviewed and Non-Peer-Reviewed

Reference type Peer-reviewed Non-PR Totals % of total

Book 2 2 1.12%
Conference 1 1 0.56%
Government 3 3 6 3.35%
Journal article 164 2 166  92.74%
Report 3 3 1.68%
Website 1 1 0.56%
Totals 170 9 179 100.00%

Search Databases and Terms

| used Google Scholar, EBSCO Host, ProQuest, Emerald Insight, SAGE Journals,
and Science Direct databases to gather materials for this literature review. The search
strategy included using multiple search windows, copy and pasting search terms into
different databases, using keyboard shortcuts, and brainstorming. An additional strategy
involved combining search terms and quoted phrases to narrow down sources. The
following were the significant terms and combined quoted phrases | used in searches:
mortgage operations, mortgage turnaround, average turnaround time, mortgage loan
types, mortgage loan purposes, subject property types, and theoretical propositions.

Additional search terms and quoted phrases included: loan originator, home loan,
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mortgage process, mortgage originations, owner occupied, non-owner occupied, 1-4
units, multifamily, purchase, refinance, FHA, VA, and conventional mortgages. Other
search terms and quoted phrases included: theory of constraints, thinking process,
qualitative, quantitative, mixed methods, turnover, and experience.
Theoretical Framework

In this research, my goal was to show that MLP, MLT, and SPT have a significant
impact on the ATT to complete an RMT from origination to funding. Scholars have used
MLP, MLT, and SPT as independent or predictor variables in different studies that
determined significance on corresponding dependent variables (Al-Bahrani & Su, 2015;
Feng et al., 2015; Gallagher, 2016; Park K. A., 2016). Al-Bahrani and Su (2015) applied
ordinary least squares (OLS) in a quantile regression (N = 5,013) to predict the
significance of purchase MLPs on mortgage pricing. The regression results were
significant, (OLS = .1174; df = 33; p < .05). Park (2016) examined the risk performance
of insured MLTs relative to uninsured MLTSs. Park used a propensity score matching
technique on observed credit risk scenarios (N = 2,325,945) that yielded notable results
that showed MLT as a significant predictor in the model, (t = 1.607; p = .01). Gallagher
(2016) examined municipalities and school district data (N = 5,280) from 1980 to 2010 to
correlate SPT and property taxes as a funding source for local governments. First-stage
regression results were significant for multifamily SPTs in suburban municipalities,
(F[3,388] = -.876; p < .01; R? = .42), meaning multifamily SPTs indirectly related to
funding for suburban municipalities. Feng et al. (2015) examined loan characteristics,

such as rate, amount, and period correlated to predict loan popularity, measured by
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funding success rates, the number of bids, and funding times, among potential P2P
investors. Feng et al. observed transactions (N = 1,057) and verified, with statistical
significance, that loan period had an impact on funding time as a predictor in the model,
(t[3] = .866; p < .01). The research findings for the independent variables, MLP, MLT,
and SPT, may show mortgage managers a potential impact on the dependent variable,
ATT. I will further discuss the independent variables along with the dependent variable in
the remaining portion of the theoretical framework.

Mortgage Loan Purposes

A consumer uses a retail mortgage to purchase or refinance residential real estate
(Mason et al., 2014). There are similarities and differences in time-based procedures
between the two loan purposes, although completion times are almost identical (Bhutta et
al., 2016). A purchase MLP requires additional inspectors whereas a refinance MLP may
not require an appraiser (Wilcox, 2015). Comparing and contrasting MLP characteristics
may offer mortgage managers viable solutions to improve processes to reduce ATT. An
in-depth examination of MLP attributes’ may provide managers with the data regarding
RMT outcomes; however, it will help me to provide a succinct and critical analysis for
the inclusion of MLP as a study variable.

Purchase. The purpose of a primary loan is to facilitate a consumer’s
procurement of residential real estate (Agarwal, Chomsisengphet, & Zhang, 2017).
Quantitative and qualitative researchers have found significant relationships between
MLP characteristics and the impacts on RMT outcomes (Berg, 2015; Neuhauser, 2015;

Serrano-Cinca, Gutiérrez-Nieto, & Lépez-Palacios, 2015). Berg’s (2015) regression
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discontinuity analysis of MLP originations (N = 4,013) showed a 50% reduction in
default rates because of the involvement of a risk manager in an RMT approval process.
The regression results were significant, (OR = .313; p =.01; R?=.08). Serrano-Cinca et
al. (2015) analyzed P2P lending applications (N = 24,449) with 14 loan purposes and
found, with statistical significance (p <.001), that the P2P borrower lending grade is an
accurate variable for default prediction for 10 of the 14 loan purposes. More interestingly
and specifically, a borrower’s home purchase did not have any significant impact on P2P
lending grades or mortgage defaults in the sampled data. Conversely, in a qualitative
review of post-2008 recession articles on financial crisis, Neuhauser (2015) observed that
the relaxed rating agency guidelines on MLP, particularly with subprime mortgage loans,
increased default rates in securitized RMTs. Collectively, previous research has shown
that MLP is an important and required research variable to assess default risk and loan
performance. A mortgage manager’s analysis of MLP characteristic impacts in an RMT
may lead to improved processes to reduce ATT and minimize transaction costs.

Scholars have found that purchase MLPs have a substantial role in estimating risk
and capacity metrics to improve efficiencies and reduce costs (Li & Goodman, 2015;
Serrano-Cinca et al., 2015; Sharpe & Sherlund, 2015). Li and Goodman (2015) stated and
measured probability factors of borrower default, and calculated credit accessibility and
risk, simultaneously. Li and Goodman’s risk index showed that government-insured
purchase MLPs increased by 48% after the 2008 housing crisis. Serrano-Cinca et al.
(2015) stated that loan purpose is a risk assessment factor associated with the probability

of loan defaults among all P2P lending grades, A through G. For the highest P2P lending
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grade (A), chi-square test results were statistically significant, (y2[6, N = 7,901] =

342.041; p = .01), whereas the chi-square test results for the lowest grade (G) were also
statistically significant (y2[6, N = 55] = 42.218; p = .01). Sharpe and Sherlund (2015)
completed a regression analysis of HMDA data applications and originations between
2003 and 2014, to determine if mortgage employees, credit scores, and MLPs predicted
capacity utilization. Purchase MLPs (N = 4) per mortgage employee was a significant
predictor in the model, (t =.196; p <.001). An LOs efficient ATT, or capacity utilization,
of RMTs, is critical to delivering an intangible product in consumer lending; therefore,
managers’ capabilities to utilize the metrics to make decisions may assist them in meeting
company goals to optimize capacity, thus reducing ATT and RMT costs.

Process optimization to manage capacity is an organizational goal for mortgage
managers to increase mortgage-backed securities (MBSs) investments influencing market
activity (Downs & Shi, 2015; Teye, Teye, & Asiedu, 2015). Downs and Shi (2015)
conducted a difference-in-differences estimate of HMDA data between 2003 and 2010 to
compare pre-2008 and post-2008 securitization regulations on RMT denial rates between
various lender types. RMT denial rates influenced purchase MLP capacities in subprime
lending within bank holding companies (BHCs) and respective affiliates, unaffiliates, and
independent mortgage companies. Downs and Shi assessed the association, with
statistical significance, between lender type and MLP denial rates, where lender type,
MBSs of BHCs showed above average purchase MLP denial rates that resulted in chi-
square test results, (y2[3, N = 6,364,421] = .48; p = .01). In the rural housing sector of

Ireland, Teye et al. (2015) surveyed two housing communities (N = 380) to explore the
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systematic relationship between new housing finance and supply and demand capacities
in the Ghanaian mortgage market. The chi-square test results showed with statistical
significance, (y2[4, N = 196] = .148; p = .05), that the relationship between purchase
MLPs and housing supply capacities signals strength in industry activities. A successful
mortgage manager’s ability to manage RMT capacity through purchase MLPs will
require minimization of ATT to maximize profitability on the sale of MBSs in the
secondary mortgage market. The significance between purchase MLPs and capacity
management in various mortgage systems has stalled efficient operations in multiple real
estate sectors; therefore, is a justified reason for me to include MLP as a study variable to
predict a potential impact on ATT in completed RMTSs.

Researchers have presented additional justification for the inclusion of MLP as a
research variable and have shown various relationships and phenomena between purchase
MLPs and market activity (Bhutta et al., 2016; Curtis, 2014; Zou, 2016). Bhutta et al.
(2016) examined 2012 HMDA RMT data (N = 18,691,550) to analyze market activity by
lending institution segmented by MLP. The scholars calculated a 10% increase in
purchase MLPs from 2011 to 2012, which resulted in a 26% increase in total RMT
activity for the same period. This statistic is important as it indicated the first increase in
purchase MLPs since 2004. Curtis (2014) observed mortgage transactions (N = 31,971)
and created a state-specific index that showed which state foreclosure laws favored
lenders, and that predicted the impact of the laws to mortgage origination activity in
prime and subprime markets. Lender-favored state foreclosure law contained mixed

results of prime purchase MLP activity as a predictor variable being insignificant, (t[12]
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= .48; p>.10; R? = .361), whereas the scholar’s results also exhibited with statistical
significance, (t[12] = 1.90; p < .10; R? = .431), subprime purchase MLP activity as a
predictor variable influenced LOs to originate in states with lender-favored foreclosure
laws. In contrast, Zou (2016) analyzed the challenges and changes that arose from the
evolution of Chinese housing operations through a combination of financial liberalization
regulations to increase affordable housing. Zou found that a location-specific mix of
financial liberalization regulations assisted borrowers with alternative purchase MLPs,
which contributed to a 10% increase in location-specific economic development.
Mortgage managers who can optimize purchase MLP activity may produce an increase in
overall market activity as indicated in the research above; therefore, improving ATT to
meet demand validates the inclusion of MLP as a study variable.

Financiers, private and public, moderate investing behaviors by evaluating market
activity, examining borrower creditworthiness, and utilizing available information (Kim,
Tunas, & Green, 2016; Prystav, 2016; Zhang & Tang, 2014). Zhang and Tang (2014)
showed government-sponsored enterprises (GSES) investor performance through 15
different credit standards segmented by MLP among RMTs (N = 18,700,000) and
calculated the modification rates between 2000 and 2010. The GSE, Federal Home
Mortgage Loan Corporation (FHMLC aka Freddie Mac) had higher modification rates
eight out of 10 years compared to GSE, Federal National Mortgage Association (FNMA
aka Fannie Mae). Kim et al. (2016) stated that MLP is the second most significant factor
to predict loan delinquency but did not provide statistical findings to support the claim.

Prystav (2016) experimented with German business students (N = 432) to evaluate the
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relationship between loan purpose, information availability, investor behaviors, and loan
project investment amount. The loan purpose results of the one-way ANOVA were
significant, (F[3,235.653] = 3.789; p < .01). The challenge is for investors to moderate
financing behaviors through market analysis, creditworthiness, and information
availability; therefore, analyzing MLPs to determine an impact on ATT in an RMT may
also provide mortgage investors with additional, yet critical information to moderate
investing behaviors.

Refinance. An alternative loan purpose for consumers in an RMT is to refinance
real estate to receive cash or reduce interest rates and maturity terms (Mason et al., 2014).
Researchers showed that refinance MLPs had a significant impact on origination capacity
(Bhutta et al., 2016; Downs & Shi, 2015; Sharpe & Sherlund, 2015). Sharpe and
Sherlund (2015) found an inverse relationship between refinance MLPs and interest rate
adjustments controlled by the LOs to manage refinancing demand. Downs and Shi (2015)
proved those capacity limitations were significant between 2003 and 2010 as the research
indicated LOs originated 11% less refinance MLPs. Bhutta et al. (2016) confirmed
Downs and Shi’s research through the analysis of purchase and refinanced MLPs of
HMDA data between 2004 and 2015, which indicated that LOs originated 14% less
refinance MLPs. An LOs ability to control refinance MLP capacity with interest rate
adjustments is more reason for the inclusion of MLP as a study variable to examine the
impact on ATT in an RMT.

Scholars also examined significant relationships between risk, default,

prepayment, and refinance MLPs, respectively (Bylander & Hamilton, 2015; Caplin,
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Cororaton, & Tracy, 2015; Gibilaro & Mattarocci, 2016). Gibilaro and Mattarocci (2016)

completed a regression analysis of property market trends and bank risk exposure (N =
2,798) while controlling for type of bank and loan purpose. Loan purpose was a
significant predictor in the model, (t = .16; p = .05), as mortgage managers determined
default risk in an RMT. In the Cambodian microfinance industry, Bylander and Hamilton
(2015) examined socio-economic relationships (N = 11,662) between credit risk and
migration and used loan purpose as a control variable. The logistic regression results
were significant for 2 of 3 loan purposes, (OR =1.39; p <.01) and (OR = 1.38; p <.01),
investment and consumption loan purposes, respectively. Among borrowers with Federal
Housing Administration (FHA) mortgages, Caplin et al. (2015) defined sustainable
homeownership as paying off a current loan by refinancing or held to maturity by default.
The prepayment (N = 188,789) and default (N = 191,393) results indicated statistical
significance for cash-out and no cash-out refinance MLPs. The scholars found
statistically significant findings for cash-out refinance MLPs was, (F[1,3] = 1.30; p =.01;
R? = .024), whereas no cash-out refinance MLPs was, (F[1,3] = 1.44; p = .01; R? = .023).
The prepayment result for cash-out refinance MLPs was (F[1,3] = 1.38; p=.01; R?=
.019), whereas no cash-out refinance MLPs was (F[1,3] =.78; p = .01; R? = .012).
Migration, sustainable homeownership, and capital necessities for different borrowers
proved that loan purpose, whether in retail banking or microfinance, significantly impacts
socio-economic consequences as well as transaction outcomes. Therefore, previous
researchers justified my decision for the inclusion of MLP as an independent study

variable.
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Additional justification for the inclusion of the MLP variable was because of the
various relationships between decision-making, costs, competition, and refinance MLPs.
Ambrose and Conklin (2014) used the refinance MLP characteristic, cash-out loans (N =
269,573), as a predictor in an OLS regression to examine the relationship between
mortgage broker competition and costs. The scholars found MLP predictor variable
results statistically significant, (OLS = 443.00; df = 18; p =.01). Al-Bahrani and Su
(2015) also used OLS, although in a quantile regression to indicate the significance in
refinance MLPs, specifically cash-out loans (N = 5,013), on mortgage pricing. The results
were significant, (OLS = .3011; df = 33; p <.01). Agarwal, Ben-David et al. (2017)
assessed borrower decision-making and measured the net present value (NPV) of
investing in one percentage point to reduce the note rate and exiting a mortgage within a
specified time. Agarwal, Ben-David et al. used the Cox model hazard regression and
yielded results, with statistical significance, for refinance MLP types (N = 17,204,751),
rate-term and cash-out, (t[-46.84] = -.027; p =.01) and (t[-78.92] = -.045; p = .01),
respectively. Refinance MLPs, specifically cash-out, had a significant impact on
mortgage pricing, costs, and competition; therefore, may offer mortgage managers
additional data in decision-making processes and provides further justification for the
inclusion of MLP as a variable in this study.

Mortgage Loan Types

LOs sell bundles of RMTs by MLT to secure private or government-insured

investors in the secondary market to replenish primary market capital (Cao & Liu, 2016).

In this study, MLT characteristics in RMTs included conventional and government
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purchase and refinance mortgages (Rose, 2016). Conventional, FHA, and VA mortgages
differ in lending institutions, guidelines, costs, and turnaround times (Harrison & Seiler,
2015). In this study, assessing similarities and differences between MLT characteristics
in RMTs may offer significant data for industry stakeholders to make effective decisions
to reduce costs, minimize turnaround and achieve socio-economic goals.

Conventional. A conventional mortgage is a residential, non-government real
estate loan provided by LOs to borrowers with a specific risk profile (Cao & Liu, 2016).
Previous quantitative and qualitative researchers analyzed primary and secondary data
and found various relationships between borrower decisions, MLT characteristics and
RMT purposes (Lang & Hurst, 2014; Park K. A., 2016; Rose, 2016). Park (2016)
analyzed a scenario after borrowers decided to default on conventional and government
loans. Park’s results indicated statistical significance for borrowers (N = 6,625) that
decided to default on conventional loans, (t[10] = 1.607; p = .01) compared to
government loans. Rose (2016) showed that MLT guidance regarding debt structure and
utilization choices for people with homeownership as an objective. Rose advised
homeownership-seeking decision-makers that effective debt management and utilization
strategies will lead to lower cost mortgages, such as conventional MLTs. Lang and Hurst
(2014) assessed the decision-making of state grant recipients (N = 35,161) through
observation of MLT selection in RMTs. Lang and Hurst proved with statistical
significance, (t[16] = .096; p < .01), (t[16] = .217, p < .01), (t[16] = .123; p < .01), for
2007, 2008, and 2009, respectively, state grant recipients made correct decisions to

choose conventional MLTs over government MLTs as related to loan size and down
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payment options in RMTs. Mortgage borrowers’ individual decisions influenced MLT
choice in a purchase RMT; therefore, including MLT as a variable to examine the impact
on ATT may offer mortgage managers significant data for profitability and efficiency
metrics to make effective decisions to meet organizational goals.

Prior researchers used MLT data to calculate industry performance metrics, such
as changes in the federal funds rate (FFR), regulation, and foreclosure rates (Bhutta et al.,
2016; Orzechowski, 2017; Shindelar, 2015). Bhutta et al. (2016) analyzed HMDA data
and showed that conventional MLT originations decreased by 14% between 2009 and
2015 because of the increased role of government in consumer lending. Orzechowski
(2017) estimated loan growth rates by MLTSs as grouped into high and low capital-
intensive banks to determine significant changes in the FFR. The generalized least square
(GLS) regression of MLT to predict the changes in the FFR indicated with statistical
significance in both high (N = 1,008) and low (N = 1,440) capital intensive banks, (t = -
.095; p <.001) and (t = -.102; p < .001), respectively. Shindelar (2015) showed that there
was no significance in the foreclosure rates among prime, conventional MLTs (4%)
measured against sub-prime conventional (15%) and FHA (4%) government loans. MLT
as a variable to explore industry performance metrics provided mortgage managers with
quantified performance data to make valuable decisions to minimize foreclosure rates,
improve regulations, and capitalize on FFR changes.

Mortgage consumers use credit availability, risk, and financial literacy
fundamentals as crucial decision variables for MLT choice in mortgage markets (Cox,

Brounen, & Neuteboom, 2015; Li & Goodman, 2015; Lucas, 2016). In the Dutch
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mortgage market, loan types are amortizing, deferred amortization, and interest-only
loans. Cox et al. (2015) found that risk aversion and financial literacy decision variables
were only statistically significant in relationship, both indirect and direct, to interest-only
loan types, (t =-2.33; p =.05) and (t = 2.11; p = .05), respectively. In the U.S. market, Li
and Goodman (2015) measured the expected GSEs default risk versus origination quarter
between 1998 and 2013 that yielded a credit availability trend. The scholars used the
trend line to show that the GSEs parallel industry credit trends, reducing conventional
MLT credit accessibility during the 2008 financial crisis. Lucas (2016) grouped loan type
data between 1998 and 2010 and stated that by 2010, GSEs financed 63% of new home
purchase MLPs with conventional MLTs. Credit, risk, and financial literacy are essential
variables in borrowers’ decisions to choose loan type; therefore, verified the inclusion of
MLT as an independent variable to determine an impact on ATT to complete RMTs from
origination to funding.

Government. Government MLTs, for the purposes this study, included FHA-
insured and VA-guaranteed mortgages (Reiss, 2016). In previous quantitative and
qualitative research studies, scholars examined different relationships between decision-
making, sustainability, and government MLTs (Aksoy, Keiningham, Buoye, & Ball,
2016; Caplin et al., 2015; Reiss, 2016). Reiss (2016) assessed the sustainability of the
FHA and the impact in the secondary mortgage market during the Great Recession. Reiss
stated that it benefits the FHA to ensure sustainable mortgages to limit default risk, which
leads to increased transaction costs. Conversely, Caplin et al. (2015) defined and

analyzed homeownership sustainability through FHA MLTs paid in full or refinanced to
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non-FHA mortgages. Caplin et al. found that prepayment risk of FHA MLTs (N =

159,169) at a loan-to-value (LTV) level of 80-84%, (t =.96; p =.05), are twice as likely
than LTV level of 100-104%, (t = .64; p = .01), to pay off FHA mortgages. Aksoy et al.
(2016) surveyed credit union members (N = 642) and applied the wallet allocation rule
(WAR) to members’ decisions to use a credit union or bank for a purchase MLP
controlled by seven loan types. Aksoy et al. revealed that most credit union members
surveyed (70%), used the WAR to choose a bank over a credit union regarding
competition in value and loan type offerings and yielded a 55% bank application rate.
Borrowers that sought funds obtained competitive government MLT offerings compared
to conventional MLT offerings in down payment and RMT costs. Therefore, my assertion
is correct to include MLT as an independent variable in this study to examine the impact
on ATT in RMTs between origination and funding.

Scholars further analyzed the lending decisions in primary and secondary markets
to determine MLT characteristics impact on credit supply and borrower decision-making
to attain company goals (Dettling & Hsu, 2017; Ivanov & Wang, 2017; Metawa, Hassan,
& Elhoseny, 2017). In the primary market at the state level, Dettling and Hsu (2017)
stated loan types (N = 3,555,612) are credit cards, auto loans, unsecured loans, and
mortgages and examined consumer offers received by census tract income. Dettling and
Hsu’s results, (t[3] = -.0349; p = .01), proved, with statistical significance, that changes in
the minimum wage rate influenced loan type decisions as income levels increased.

Ivanov and Wang (2017) defined loan types as revolving or term loans (N = 6,190) and

found with statistical significance, in an OLS regression, results, (OLS =.4016; p < .01),
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as lender credit ratings declined, borrowers loan type options to access credit also
declined. Metawa et al. (2017) defined mortgage, personal, and auto loans as loan types.
Metawa et al. provided a genetic algorithm (GA) assisting mortgage managers to make
effective decisions based on loan types during periods of illiquidity as compared to other
algorithms, such as two-level partitioning (TLP) algorithm and the multi-objective
evolutionary algorithm (MODE-GL). The scholars’ results indicated that MLT was a
significant variable (M = .43, SD =.011) in GA lending decisions as compared to lending
decisions based on TLP and MODE-GL algorithms. The impact of MLT characteristics
on credit supply and borrower decision-making is noteworthy because mortgage
managers used MLT attributes that derived the information to make effective decisions to
achieve company objectives.

Further justification for MLT inclusion as a variable in this study is because in
prior studies scholars assessed MLT attributes and various RMT metrics (Akins, Li, Ng,
& Rusticus, 2016; Dodson, 2014; Ellie Mae, Inc, 2016). Akins et al. (2016) examined the
relationships (N = 21,454,463) between competition and loan application rejection,
controlling for MLT among other predictors. Akins et al. proved that MLT is a significant
predictor in the model, (t[17] = -.83; p =.01), where competition decreases, and rejections
increase. Dodson (2014) performed tests (N = 370) that assessed the comparative
advantages between large and small banks government MLT offerings in competition for
fixed-asset lending in rural areas. Borrower MLT selection and property equity were
significant indicators for large banks to lend in rural areas for fixed assets. The scholar’s

results were statistically significant, (t[13] =-.88; p = .10) and (t[13] = -.0375; p =.10),
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respectively. In 2016, Ellie Mae analysts assessed the time to close mortgage loans in
days, segmented by MLT. The analysts found as of December 2016, the FHA averaged
one business day better than conventional lenders, and three days better than VA lenders.
The results indicated the FHA time to close was 49 days, 50 days for conventional, and
52 days for VA mortgages. The scholars above showed that MLT was a significant
indicator for RMT metrics; therefore, qualifying my decision to include MLT as an
independent variable to examine the impact on ATT in RMTSs.

Subject Property Types

In RMTs, the SPT refers to housing units that are single family residences (SFRs),
both detached and attached, condominiums, and multifamily properties (DeLisle, 2015).
LOs classify owner-occupied SFRs and condominiums as one detached to four attached
residential housing units whereas non-owner occupied multifamily properties, such as
apartments, are greater than five units (McCormick & Calahan, 2013). Private and public
investors use specific guidelines, procedures, and valuation models for SPT attributes
(Bellotti, 2017). Mortgage managers’ assessments of SPT characteristics may help to
decide on process improvements to reduce ATT and increase intrinsic value for
stakeholders.

Owner-occupied. Much of residential real estate includes owner-occupied
properties appraised as detached SFRs to attached SFRs, such as a townhome or a
quadplex, and condominium (Thode & Levine, 2017). Quantitative and qualitative
researchers used SPT characteristics to examine various industry metrics, such as

liquidity, homeownership rates, and market shifts (Blau, Nguyen, & Whitby, 2015;
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Glascock & Lu-Andrews, 2015; Grover & Grover, 2014). Glascock and Lu-Andrews

(2015) showed that size and liquidity have a significant impact on real estate investment
trusts (REITS) stock price behaviors in extreme stock market declines. The scholars
measured REITs size by market capitalization and REITs liquidity by turnover and bid-
ask spread. Glascock and Lu-Andrews controlled for SPTs and examined beta statistics
of REIT stocks (N = 5,652) before an extreme stock market decline to predict stock
pricing behaviors that affected abnormal returns. The scholars’ findings were statistically
significant. Glascock and Lu-Andrews found that liquid REITs holding residential SPTs
were an influential predictor in the pricing behavior model, (t[10] = 1.04; p = .01) and
(t[10] = -.6215; p = .01), turnover and bid-ask spread, respectively, to maximize
abnormal returns during extreme market declines. Blau et al. (2015) performed a
multivariate analysis that observed (N = 8,848) effects of the distribution of market
liquidity between REITs and non-REITs, which used seven SPTs as indicator variables of
the REITs bid-ask spread. The scholars’ results for residential SPTs as a predictor in the
model showed statistical significance on REITs liquidity distribution, (t[7] = -4.36; p =
.01). In the European Union (EU), Grover and Grover (2014) explored the phenomena of
residential property prices indices (RPPI) on integrated financial systems to develop an
aggregation of EU financial systems into a single index. Grover and Grover did not
provide statistics but stated that Central and Eastern EU members have higher owner
occupancy rates although a low mortgage usage rate, which indicated less cohesion
among EU financial systems that contributed to market declines. Although Grover and

Grover showed that the EU members had substantial homeownership rates, instability
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remained in respective financial systems whereas Glascock and Lu-Andrews and Blau et
al. indicated that REITs with high liquidity, holding specific rather than diverse SPTs,
capitalized on financial instabilities during extreme market declines, maximizing
abnormal returns. Maintaining liquidity in the primary mortgage market from the
secondary market allows for LOs to take additional risks on SPTs to maximize
homeownership rates and minimize default rates.

Additional researchers showed that market declines accounted for defaulted
mortgages and assessed loan performance metrics controlling for SPT attributes
(Adelino, Gerardi, & Hartman-Glaser, 2016; Agarwal, Chomsisengphet, et al., 2017,
Brueckner, Calem, & Nakamura, 2016). Adelino et al. (2016) examined mortgages (N =
5,313,951) from Lender Processing Services (LPS) and Core Logic (CL) and assessed the
relationship between default and the time to sell mortgages to private investors,
controlling for SPT. The scholars’ results showed SPT as an indicator variable that did
not have any statistical significance on defaulted loans, (t[32] = -.0012; p = .01).
Conversely, Brueckner et al. (2016) used SPT attributes and created a model to predict
default among private (N = 401,017), public (N = 1,100,972), and portfolio (N = 151,058)
investors in securitized mortgages originated with alternative mortgage products (AMPS).
Brueckner et al. conducted a proportional hazard regression and verified, with statistical
significance, that owner-occupied residences defaulted on AMPs regardless of investor
types, (t[44] = .158; p =.001), (t[44] = .253; p = .001), (t[44] = .255; p =.001),
respectively. Agarwal, Chomsisengphet et al. (2017) examined delinquency rates among

professionals in the finance industry, controlling for SPT. Agarwal, Chomsisengphet et
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al. found with statistical significance, (OR =.84; p = .01), that SPT was a noteworthy

indicator in the model that determined delinquency rates among financial professionals
that owned and resided at their primary residence. Even though Adelino et al. did not find
any significance in the results, Agarwal, Chomsisengphet et al. and Brueckner et al.
proved that SPT characteristics are significant predictors for default. Therefore, mortgage
managers may use SPT characteristics to determine an impact on ATT in an RMT, as
considered for this study.

Prior scholars showed that information and feedback influenced profitability and
value, respectively, among private and public investors (Freybote, Ziobrowski, &
Gallimore, 2014; Gokkaya, Highfield, Roskelley, & Steele, 2015; Ribeiro-Ferreira,
2016). Ribeiro-Ferreira (2016) stated that the Australian government put profits before
people during the financial reform that led to exclusionary policies for potential
homeowners. To determine the association between profitability and SPT attributes,
Gokkaya et al. (2015) examined REITs with single and multiple property types (N = 126)
between 1993 and 2007 and correlated information asymmetry impacting IPO returns
between specific REIT holdings. Gokkaya et al. found, with statistical significance, that
IPO returns for REITs holding a particular property type realized fewer returns than
REITs holding multiple property types at IPO. The ANOVA results were significant for
single and multiple SPTs, (F[2, 90] =2.701; p = .01) and (F[2, 36] = 11.491; p = .01),
respectively. Freybote et al. (2014) created a controlled experiment of residential
appraisers (N = 30) that determined a relationship between feedback and appraisers’ SPT

value judgments since Dodd-Frank required LOs to use appraisal management companies
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(AMCs). Freybote et al. results, (t[3] = .668; p =.05), proved that feedback had not

influenced appraisers’ SPT value judgments since the start of AMCs. Although Ribeiro-
Ferreira did not show any significance with SPT valuations, which could have been from
the small sample, Gokkaya et al. and Freybote et al. provided noteworthy evidence of the
relationships and associations between SPT attributes and RMT metrics, such as
valuations and profitability. Therefore, the decision to include SPT as an independent
research variable is correct.

Non-owner occupied. Many homeowners purchase additional real estate in
various locations for use as a second home or an investment property (McCormick &
Calahan, 2013). Qualitative and quantitative scholars explored phenomenon and
examined stock prices to determine effects and impacts on the mortgage and real estate
industries (Bokhari & Geltner, 2016; Glascock & Lu-Andrews, 2015; Ribeiro-Ferreira,
2016). With a qualitative lens, Ribeiro-Ferreira (2016) analyzed the change in the
Australian residential real estate market through the evolution of the mortgage industry.
The scholar found that the evolution of the mortgage industry caused a decline in owner-
occupied properties and a corresponding rise in non-owner-occupied properties. Glascock
and Lu-Andrews (2015) created a model, controlling for REIT SPTs. Glascock and Lu-
Andrews examined beta metrics of REIT stocks before an extreme stock market decline
to predict stock pricing behaviors impacting abnormal returns on the day of (Day 0), the
day after (Day 1), and up to three days (Days 1-3) after an extreme stock market decline.
The scholars’ results indicated with statistical significance, (t[10] = -.8479; p = .01),

(t[10] =.9058; p = .01), and (t[10] = .4936; p = .01), respectively, that industrial/office
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SPT is another influential predictor in the pricing behavior model. Bokhari and Geltner
(2016) used SPT characteristics and predicted the nature and magnitude of depreciation
in multifamily and commercial properties (N = 107,805) and the impact on valuations
over time