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profit in the upcoming downturn. 2
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targets attorneys. 6
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honoring their rate-locks, but some... 8

INSIDE 

Lotstein Buckman LLP, Washing-
ton, will add three new features to
its Web-based mortgage lending
compliance tool this month, the
company said. Among the
upgrades will be a new chapter on
the Real Estate Settlement Proce-
dures Act, a new system to allow
users to annotate information in the
compliance manual and the inclu-
sion of all local anti-predatory
lending legislation.

Lenders across the country
have been using Lotstein Buck-

man’s iComply offering for the
past five years, ever since the law
firm decided to open up the tool to
the public. It was developed about
10 years ago to serve the internal
information needs of the firm’s
lawyers. But managing partner
Robert Lotstein says iComply is
more than just a regurgitation of
legislation.

“It’s not a starting point,” he
told HomeEquityWire. “It’s an
analysis, an ending point.”

The product is organized intu-

itively, with each state comprised
of its own “book.” Information for
each state is organized by chapter,
with the same informational struc-
ture used throughout. Once a user
gets used to
the system it
becomes a
simple mat-
ter to find
out where to
look for
s p e c i f i c
information,
making it
easy to get
new users of
the system up to speed.

Like many of the federal regu-
lations that impact lending in the
various states, the new RESPA
information will be included
alongside the state’s particular
information.

“[iComply] discusses federal
law in the state law sections,” Mr
Lotstein said. “As end users need
to know if there is a federal pre-
emption, we integrate that law
right in there.”

The real value in the informa-
tion, Mr. Lotstein says, comes
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VALUATION TECH
TowerGroup, Needham, Mass.,
reports that automated collateral
assessment will be the next big
trend in mortgage technology.
Overall, TowerGroup expects lenders
to spend $33 million in 2003 and
up to $193 million by 2008.

E-CLOSINGS
BCE Emergis, McLean Va., has
expanded its electronic offerings to
add closing management capabili-
ties to its eLending platform. The tool
is currently being integrated in a
number of doc prep companies.

There are lessons that A-paper
home equity lenders can learn from
nonconforming lenders, according
to Peter Samuel Cugno, chairman
of America’s Money Center, Long
Beach, Calif., and a mortgage
industry trainer for his own compa-
ny and for the School of Mortgage
Banking. Chief among these is the
art of debt consolidation.

“This is the 10th rate cycle like
this that I have personally
watched,” Mr. Cugno told HomeE-
quityWire. “It happens every time.
The ranks swell as rates plummet.”

Later, when rates move up, refi
business drops off and A-paper
lenders turn to home equity to
shore up lagging loan volumes. But

instead of settling for a low bal-
ance, second lien, home equity
loan, lenders should consider home
equity inquiries as an opportunity
to sell a first lien product, Mr.
Cugno says.

While he admits that it makes
little sense on the surface for a
homeowner in need of additional
cash to refinance a low interest rate
loan, loan officers who have been
trained to look at the borrower’s
entire financial picture can make
that deal happen. And reap the
rewards.

“All those people that just got
all those new loans in the last cou-
ple of years, well they’re going to
want some more money. Those

people that have a 5.5% or a 6%
mortgage, they don’t want to call
their favorite conforming loan offi-
cer and say, ‘Hey man, please refi
me at 7% and give me some cash.’”

While Mr. Cugno says that’s
actually an idea that can be sold to
a borrower, he says most loan offi-
cers will just offer a home equity
loan, he says, which will boost
home equity volumes going for-
ward. He says that’s a mistake.

“The real solution is [to oper-
ate] the way I was trained as a
lender in subprime,” he says. “Mrs.
Jones has $140,000 of your debt at
an interest rate of 5.5%. Right now,
Mrs. Jones has $27,000 of car loan
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The percentage of home equity
loans that were seriously delin-
quent remained low by historical
standards in the first quarter,
according to Moody’s Investors
Service.

More troubling, however, is a
rise in loan charge-offs. The
charge-off rate in Moody’s Home
Equity Index Composite hovered
at 1.3% in January and February,
but jumped to 1.49% in March.

“The charge-off rate tends to be
rather volatile, so it remains to be
seen whether this increase is a
temporary spike or whether the
rate of charge-offs is trending
higher,” Moody’s said.

And the performance of tradi-
tional home equity loans — just
one component of the Moody’s
index — deteriorated in the first
quarter of this year. And the
increase comes despite heavy
recent issuance, which should
boost performance by refreshing
the outstanding home equity uni-
verse with new, fresh loans that
have not reached their peak sea-
soning level, Moody’s said.

In fact, a major reason for the

HE Delinquency
Rate Still Low
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B&C RESIDENTIAL LENDING VOLUME Q2 ‘03
(Dollars in Millions)

1 Household Fin’l Svcs (E) (1) Prospect Hts, IL $7,000 $5,200 35% 8.07%
2 New Century Financial Corp. Irvine, CA $5,800 $3,200 81% 6.69%
3 CitiFinancial Baltimore, MD $5,306 $4,416 20% 6.12%
4 Washington Mutual Seattle, WA $4,696 $3,861 22% 5.42%
5 First Franklin Financial San Jose, CA $4,366 $2,385 83% 5.04%
6 Option One Mtg Corp. Irvine, CA $4,321 $2,895 49% 4.98%
7 Ameriquest Mtg Corp. (E) Orange, CA $4,300 $2,636 63% 4.96%
8 Countrywide Financial Corp. Calabasas, CA $4,256 $1,838 132% 4.91%
9 Wells Fargo Home Mtg San Francisco $3,430 $1,664 106% 3.96%
10 Homecomings/GMAC-RFC Bloomington, MN $2,976 $3,147 -5% 3.43%

(Continued on page 2)
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San Diego-based Accredited Home
Lenders Holding Co., parent com-
pany of Accredited Home Lenders,
a subprime lender, has increased its
third-quarter and full-year 2003
earnings-per-share guidance
ranges.

For the third quarter of 2003,
the firm increased
its guidance range
from the previous-
ly announced $1
to $1.10 up to
$1.30 to $1.40
earnings per share.
For the full year
2003, Accredited
increased its earn-
i n g s - p e r - s h a r e
guidance range
from the previous-
ly announced
$3.85 to $4.10 up to $4.50 to $4.75
earnings per share.

The company just went public
earlier this year and so co-founder
and executive vice president Ray
McKewon was here last week
meeting with members of the New
York Chapter of the National Asso-
ciation of Stockbrokers at their
monthly luncheon.

Mr. McKewon, who was a
stockbroker himself in the early
‘70s, told about a dozen members
of the 20,000-member association
that he was telling them a story like
he would have liked to have been

told when he was in their business.
He told a story about a small

mortgage lending firm that started
in a two-man office above an auto-
mobile service center and grew
into a public company that origi-
nated $4.3 billion in 2002 and
another $3.4 billion in the first half

of this year. But
he said that the
early lessons he
and co-founder
and CEO James
Konrath earned
when the compa-
ny had “no money
to lose” have
stayed with the
company and are
the basis for its
operation today.

“You can
never forget what that’s like,” Mr.
McKewon said about operating a
business with no margin for error. 

Now that his company is larger
and public, Mr. McKewon admit-
ted that it has the luxury of making
some mistakes and occasionally
does so. But he added that his firm
was poised to be a strong competi-
tor in a “sector that is frankly much
less volatile than you’ve been read-
ing about.”

He walked the audience
through a short version of what
could be called “subprime lending
101,” explaining the business and

how careful attention to profit-and-
loss statements (right down to the
marketing team level) and cash
accounting made his company’s
stock an easy sell.

“Cash called income when it is
received makes us very easy to
understand,” he said.

But he also explained how the
company’s history made it a better
bet than some of the other firms
that the market will see entering
the subprime arena in the near
future.

“We are not a classic A-paper
lender that has left its niche for
margin in a business it doesn’t
understand,” he told the audience.

While a history in subprime
does not guarantee success, as
lenders like MoneyStore, ContiFi-
nancial and a number of others can
confirm, Accredited does have an
impressive history of growth. 

The company originated $1.1
billion in 1999, after receiving an
equity investment and warehouse
line from GMAC/RFC and has
since grown to be the 14th largest
among all subprime lenders,
according to data provided by
NMN affiliate, the Quarterly Data
Report.

Accredited Chairman and CEO
James Konrath gave the credit to
the company’s platform in a recent
release.

“Accredited has designed its

origination platform to help bor-
rowers whose needs for financing
generally have not been diminished
by the recent increase in the long-
term interest rates,” Mr. Konrath
said. 

“As a result of continued
growth in that platform, origina-
tions at Accredited are at record
levels, whole loan premiums and
net interest margins have remained
attractive, and the recent short-term
rate fluctuations have been mitigat-
ed by our hedging strategies and
adjustments to pricing on the new
loans we originate. 

“For the remainder of 2003, we
believe originations should remain
consistent with the current run rate,
and that other drivers for profitabil-
ity will not experience meaningful
deterioration,” Mr. Konrath said.

Accredited Home Lenders Increases 2003 Guidance

American Equity Mortgage, St. Louis, has named Wayne M. Dixon
head of technology. In his new position, he manages the company’s
technology functions, including purchasing and maintaining comput-
ing, communications and telephone equipment.

Mr. Dixon brings to American Equity Mortgage more than 20 years
of experience as a corporate technology leader and architect.

Most recently, he served as director of information systems at
Raskas Foods Inc. Previously, he worked for ConAgra Foods Inc.,
Continental Telephone and Optimist International.

Mr. Dixon holds a master’s degree in business administration and a
bachelor’s degree in information systems from Maryville University.

With a loan volume exceeding $1.3 billion in 2002, American Equi-
ty Mortgage has twice received the Consumers’ Choice Award for Debt
Consolidation in Atlanta. In 2001, founders Ray and Deanna Vinson
were recognized as Entrepreneurs of the Year for financial services in
the St. Louis region of Ernst & Young’s annual program. In 2002, the
company launched CreditRight, a new service that helps consumers
track, monitor and manage their credit.

The company operates 26 branches and closes loans in 16 states,
including California, Colorado, Florida, Georgia, Illinois, Kansas,
Michigan, Minnesota, Missouri, North Carolina, Ohio, Oklahoma,
Pennsylvania, South Carolina, Washington and Wisconsin.

Dixon Joins American Equity
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Accredited has 
increased its 
earnings-per-share 
guidance from the 
$4 range up to 
$4.50 to $4.75 
for 2003. 

B&C RESIDENTIAL LENDING VOLUME Q2 ‘03
(Dollars in Millions)

11 Chase Home Finance Woodcliff Lake, NJ $2,315 $986 135% 2.67%
12 Decision One Mtg (2) Charlotte, NC $2,210 $1,126 96% 2.55%
13 Aegis Mortgage Corp. (E) Houston, TX $2,000 $1,300 54% 2.31%
14 Accredited Home Lndrs San Diego, CA $1,914 $963 99% 2.21%
15 WMC Mortgage Corp. Woodland Hills, CA $1,689 $963 75% 1.95%
16 BNC Mortgage, Inc. Irvine, CA $1,526 $823 86% 1.76%
17 NovaStar Mortgage, Inc. Westwood, KS $1,520 $501 204% 1.75%
18 Aames Financial Corp. (E) Los Angeles, CA $1,050 $907 16% 1.21%
19 Encore Credit Corp. Irvine, CA $922 $243 279% 1.06%
20 Equity One, Inc. Marlton, NJ $902 $656 38% 1.04%

Submitted Totals: $62,500 $39,708 57% 72.08%
Notes: Results may vary because some firms would not provide volumes. Market share based
on estimated subprime production of $86.71 billion in Q2 03. (E) Estimate. (1) Household was
sold to HSBC in late March. (2) Decision One is part of Household.

Source: HEW
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Non-conforming lenders did a brisk business in the second quarter of 2003.
Most top lenders performed better in the quarter than in past periods, most
notably among the top-10 lenders Countrywide Home Loans and Wells Fargo.
Both companies more than doubled their business from the year-ago quarter.




