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The mortgage industry is experiencing a pivotal moment right now, which has created the 
opportunity to focus on improving housing equity and homeownership access for diverse 
markets.

The pandemic raised unprecedented national attention to systemic disparities 
disproportionately affecting racial and ethnic minorities. Housing equity is a key focus area, 
specifically with regard to home loan application outcomes. Mortgage denial rates in 2019, 
for example, were 16% for Black borrowers and 10.8% for Hispanic borrowers, while Asian 
borrowers faced an 8.6% denial rate and 6.1% of non-Hispanic White borrowers were 
refused a home loan.1

A Morgan Stanley report aptly likens the impact of such inequities to the effects of 
compound interest: “Small, nearly negligible differences accrue into significant gaps over 
time. Racial inequality in access to homeownership is real [and] is compounding existing 
inequality.”2

Indeed, the pandemic revealed this stark reality. By virtue of living in crowded conditions 
or low-quality housing – as well as having less access to quality health care and being 
employed in occupations with high-risk for exposure and job loss – minorities face an 
increased likelihood of COVID-19 infection putting health, occupation, income and 
livelihoods at risk.

A commitment to improving minority access to homeownership has far-reaching, beneficial 
societal implications. Residential stability has been shown to correlate highly with improved 
health, net worth, civic engagement, educational achievements and childhood behavior 
patterns.3,4 

iEmergent has outlined a new paradigm for how lenders can increase homeownership—
especially to under-served and minority households—that is driven by opportunity and 
forward-looking, market-based opportunity data. This white paper will cover this paradigm 
and how lenders can create successful outcomes by turning data into insight and insight 
into action.

Introduction

 1https://www.consumerfinance.gov/documents/8942/cfpb_2019-mortgage-market-activity-trends_report.pdf
 2https://www.cnbc.com/2020/11/13/morgan-stanley-says-housing-discrimination-has-taken-a-huge-toll-on-the-economy.html
 3https://www.habitatbuilds.com/wp-content/uploads/2016/04/Benefits-of-Homeownership-Research-Summary.pdf
 4https://cdn.nar.realtor/sites/default/files/documents/2021-snapshot-of-race-and-home-buying-in-the-us-report-02-17-2021.pdf



3

Reform first requires an honest evaluation of the current lending status quo. iEmergent, 
a forecasting and advisory firm for the mortgage lending industry, has identified six key 
characteristics of the lending paradigm, broadly controlled by lending institutions, that 
directly affect homeownership in diverse markets.  

1. Primary driver: Risk

Traditionally, the primary driver of diverse market strategies has been to mitigate risk – 
with the primary objective being to avoid violation of fair lending laws or Community 
Reinvestment Act (CRA) regulations. While it is critical that lenders continue to work against 
disparate and discriminatory lending practices, another equally essential motivation should 
be housing equity, not fear. 

2. Approach to change: Reactive

Lenders often delay implementing changes until they can review past performance. For 
example, it’s typical to await the release of Home Mortgage Disclosure Act (HMDA) data 
to assess performance with minority and low- to medium-income (LMI) borrowers before 
making adjustments. 

This reactive approach slows progress and puts businesses in the position of playing catch-
up instead of controlling the situation and outcomes. 

3. Role of diversity: Peripheral

In the status quo paradigm, the interest in and responsibility for diverse lending often falls 
outside of core sales discussions and objectives. Diverse market strategies are ultimately 
peripheral to overall market sales strategies, which could lead to misalignment with 
enterprise goals.

Addressing the status quo that 
stifles diverse markets
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4. Strategy type: Generic

The playbook for diverse-market strategies is frequently generic and remains unchanged 
from market to market and across borrower groups. It relies on the same assumptions, 
expectations, initiatives and solutions—despite each cohort’s unique characteristics. 

5. Information: Static

The insights and analytics that lenders consume do not reflect the changing nature of the 
lending market. Data points – and the goals they are used to inform – remain stagnant. In 
addition, many status quo lending strategies do not effectively pull together market insight 
from diverse sources, nor do they use them in novel or strategic ways for specific cohorts. 
As a result, lenders are not able to quickly adapt when market shifts require it.

6. Communication: One-way

The status quo encourages a “one-way” line of communication. For example, objectives 
for diverse lending are often delivered from compliance to sales teams. Strategic goals are 
communicated by leadership to their teams, rather than being the outcome of discussions 
that include input from multiple levels of an organization. A linear, single-direction approach 
to communication does not promote integration or foster new ideas. 

Addressing the status quo that 
stifles diverse markets
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As the demographic, regulatory and social landscapes change, many lenders are showing 
a newfound urgent commitment to diverse markets and housing equality. It is evident that 
the status quo will not support lenders in achieving success in this area.  

iEmergent offers a new paradigm for lending strategies, bringing forth effective alternatives 
to each of the six aforementioned characteristics that define the status quo. 

1. The primary driver is opportunity instead of risk. Lenders understand that a commitment 
to equity in lending and the expansion of homeownership to diverse markets is also a 
remarkable opportunity for business growth.

2. Change is proactive—lenders create strategies and allocate resources for where 
the market opportunities will be, as opposed to shifting gears after finding out what 
opportunities are missed and it is too late.

3. The role of diversity is central to enterprise objectives and growth, and is at the core of  
sales, human resources and operational strategies. The new paradigm not only identifies the 
important demographic shifts underway, but values them. 

Changing the paradigm: 
A solution to increase homeownership

iEmergent’s new paradigm for lending strategies offers alternatives to the characteristics 
that define the lending status quo.
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4. Strategies become targeted to each market and each borrower segment. The new 
paradigm recognizes that the unique homebuyer composition, behavior patterns and 
characteristics of markets weaken “one-size-fits-all” strategies. 

5. Information is consumed dynamically, bringing together multiple sources, different 
viewpoints and anticipating change. 

6. Communication with internal and external partners is collaborative and goal-oriented. 
Innovative, successful strategies result from discussions that pull together the important 
input of stakeholders, and individuals are empowered to change.

Through this operational shift, lenders will be poised to meet their goal of promoting equity 
and diversity. But change cannot be achieved overnight. To operate in this paradigm, lenders 
must develop a new mindset, establish new goals, achieve large-scale buy-in and create a 
detailed implementation strategy.

Changing the paradigm: 
A solution to increase homeownership
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Changing the status quo is not an insurmountable challenge, but organizational buy-in 
is critical to the new paradigm’s success. iEmergent has identified four concepts that are 
fundamental to achieving buy-in within an enterprise. Once understood, these concepts 
often become accepted as core values within an organization. 

Diversity is Critical to Future Opportunity
All data show that the future of lending opportunities will be diverse. As Generation Z 
enters the real estate market, 86% are reporting a desire to be a future homeowner. 
This new wave of buyers would prefer to live in a diverse neighborhood (58%) than 
an homogenous community (12%).5  The household pool—defined as the number of 
households that are ready, willing and able to buy a home—will not only grow over the next 
several years, but is becoming more diverse.  According to Harvard University’s Joint Center 
for Housing Studies, over the past five years, households of color accounted for more 
than three out of every four additional households6.  In fact, nearly 77% of our nation’s 
household growth over the next decade will come from minority-headed households.7

Optimize Efforts to Stay Profitable
Lenders express that one of the biggest barriers to successful affordable lending strategies 
is the challenge to maintaining market profitability. To tackle this challenge, lenders are 
effectively using data to optimize resources in a way that is scalable and makes a greater 
impact on the business. When lenders are informed by market-specific opportunity data, 
they maximize their sales teams and develop targeted strategies that increase efficiency. 
They make educated decisions about identifying how and where to expand, and develop 
effective marketing campaign tactics – all of which increase origination volume and reduce 
front-end loan acquisition costs.

Four pillars of buy-in for lenders

5https://www.prnewswire.com/news-releases/generation-z-seeks-diverse-neighborhoods-in-homebuying-decisions-300873947.html 6https://www.jchs.harvard.edu/state-nations-housing-2020
7https://www.jchs.harvard.edu/sites/default/files/media/imp/Harvard_JCHS_McCue_Household_Projections_Rev010319.pdf
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Successful Solutions are Targeted 
Forecast data, not past-performance indicators, will help lenders develop future-ready 
strategies for specific markets and enable them to be better prepared for uncertainty.

“Understanding the behavior of individual markets helps lenders build and implement smart 
strategies that align with their goals,” iEmergent Chief Executive Officer Laird Hedlund 
Nossuli explained. “If you can’t identify what’s next in your markets, it’s difficult to make 
decisions that position you for success.”8

As market behavior is dynamic, examining the latest insights on a regular basis helps lenders 
look ahead and make proactive changes to each borrower segment or market strategy. 

Community Collaboration is Fundamental
The new paradigm requires open communication and collaboration, which depends on 
comprehensive insight. The effects are made even greater as the shared expertise, evidence 
and experience of others is unified. Organizations not only become more collaborative 
internally, but they improve how they communicate with people in their communities – 
resulting in more partnerships, better sources and new ways to connect.

Four pillars of buy-in for lenders

8https://www.iemergent.com/docs/default-source/default-document-library/iemergent-mortgage-banking.pdf
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The new paradigm – and its four pillars of buy-in – are the foundation of success for lenders Along 
with focused mindset and clear goals, a well-defined approach is essential for successful execu-
tion. Through hands-on experience and data-driven insight, iEmergent has developed a five-part 
approach that enables success. 

1. Quantify

First, lenders must start with the big picture and define their “why,” or their big-picture goal(s). This 
could be to increase homeownership (specifically with minority borrower groups or underserved 
households) or it could also be to improve their market position by increasing market share and 
decreasing penetration gaps. 

Lenders should then quantify the future opportunity within the markets that are the focus of their 
goals. This allows them to set clear incremental targets as they work toward their ultimate end 
goal. It is critical that forward-looking insight be utilized to quantify goals, as markets shift more 
rapidly than ever.

The process to implement iEmergent’s 
new paradigm

iEmergent has developed a five-part approach to 
its new paradigm that enables success.
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In addition to calculating market size, lenders need to quantify a market’s borrower or product mix. 
For example, if government loans are projected to be a large percentage of a market, lenders may 
want to examine their current FHA and VA products. Similarly, if a lender is specifically looking 
to grow their lending to Hispanic borrowers, it is helpful to identify the markets with the highest 
Hispanic borrower penetration rates. 

2. Compare 

Lenders will compare their current positions and judge their performance against the  opportunity 
identified in the first step. This helps lenders understand where and how much they need to 
improve.

Three simple metrics can be used to identify where a lender may be underperforming or under-
indexed with a particular borrower group. The first is the market share gap. To do this, a lender 

The process to implement iEmergent’s 
new paradigm

Using community-level data, lenders can identify the specific neighborhoods and market segments to target. 
Columbus, Ohio is used here as an example, with the pink circles highlighting gaps in lender coverage. 
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will calculate the difference between their market share to all borrowers and that of a specific 
borrower group. 

The second metric is the penetration rate gap – which is the difference between a borrower 
group’s penetration rate of the market and a lender’s penetration rate of the same borrower group 
within the same market. 

Finally, the third metric is the market growth gap. Instead of looking solely at how much they did 
or need to grow from year to year in a market, the market growth gap focuses on a lender’s growth 
compared to the growth of the market. 

By understanding these coverage gaps – in share, penetration rate or growth – lenders can 
pinpoint markets where improvement is needed. 

3. Prioritize 

Next, lenders need to determine priorities to ensure they meet the strategic objectives outlined in 
step one, and using the comparative insight gathered in step two. This includes deciding how fast 
and how much to grow in order to close the market share, penetration and growth gaps. 

4. Focus

The process to implement iEmergent’s 
new paradigm

Honing in on specific neighborhood markets with high potential 
allows lenders to focus on targeted zones. 
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After quantifying and comparing markets in order to set priorities, lenders need to focus on how 
to make effective use of resources. By drilling down into specific neighborhoods, lenders isolate 
precisely where they have missed opportunities. iEmergent has found it helpful to zero in on 
two types of mortgage zones: one where there is already significant market opportunity (what 
will be) and others with significant market potential (what could be). The zones with potential 
are where there may be households that are unaware that they are mortgage ready or potential 
borrowers that are 1-3 years away from being able to buy a home. iEmergent finds it valuable to 
utilize mapping tools to carve out the mortgage zones and then communicate them to various 
stakeholder groups within a lending organization.

Once these zones are identified, lenders can analyze branch locations, product match, Realtor 
partners, marketing efforts and loan officer resources in relationship to those zones. By directing 
resources to the areas of greatest opportunity, lenders greatly improve their productivity and 
efficiency.

5. Act 

Finally, lenders design action plans based on what they learned from their focused analyses. 
To successfully leverage the market experience and sales expertise within an organization, 
collaboration is absolutely critical to execution – as is the insight utilized by and gained from the 
first four steps of this approach.

Innovative, dynamic strategies are particularly successfully when they are developed by a sales 
team that feels empowered. Sales managers right-size their loan officer teams to fit market 
opportunity and determine how many and who they need to hire to fill their coverage gaps. 
Marketing teams shift away from catch-all marketing techniques and pinpoint their campaigns to 
reach the borrowers and markets where they have coverage gaps. Finally, loan officers use insight 
strategically to connect with partners – not only realtors and builders, but also neighborhood 
organizations, churches and employers.

The process to implement iEmergent’s 
new paradigm
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Conceptually, the new paradigm stands to have an immense impact on the lives of racial and 
ethnic minorities as homeownership rates increase, healthy communities develop and contin-
ued progress is made toward housing equity. 

Lenders that make the shift will experience a number of benefits as well. Compliance risk will 
be reduced as a focus on equity and opportunity in everyday business replaces fear of violat-
ing fair lending laws. As a lender’s reputational equity improves, so will its market advantage. 
Reputation drives referrals. Greater market share and lower penetration gaps lead to higher 
profitability and, with a scalable strategy in place, reduced origination costs. 

What role does opportunity data play?

Forward-looking market opportunity data is critical to lenders’ success. In addition to know-
ing how many originations to expect, metrics like mortgage density, speed of growth, aver-
age loan size and the lender concentration score allow lenders to quantify market behavior, 
identify opportunities and make evidence-based strategic and tactical decisions. Lenders can 
access and utilize intelligence data, robust forecasts and dynamic maps in iEmergent’s cloud-
based visualization tools, Mortgage MarketSmart and DIVERSIFi, to understand what’s next in 
every market. 

What are the benefits of this new paradigm?

Lenders that shift their strategies from the status quo to iEmergent’s new paradigm can make an impact on the 
lives of racial and ethnic minorities in their community. Columbus, Ohio is used here as an example.  
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Purchase mortgage originations are projected to hit $1.8 trillion by the end of 2021.9  
A more-inclusive market strategy will support continued volume growth. Therefore, 
expanding how lenders quantify opportunity is critical. Diversity, equity and inclusion will 
only become more essential as time goes on. Millennial, Gen Z and post-Gen Z cohorts now 
make up more than half of the U.S. population and, as a whole, this group is more racially 
diverse than the older generations.10 

By leveraging market intelligence  and opportunity data, lenders will be prepared to 
make informed decisions that help them optimize resources and grow responsibly, while 
minimizing risk and contributing to nationwide equity in housing.

Conclusion 

Contact Information:

515-327-0070 
info@iemergent.com
2650 106th Street, Suite 200
Urbandale, IA 50322

9https://www.housingwire.com/articles/fannie-mae-increases-2021-economic-growth-forecast/
 10https://www.brookings.edu/research/what-the-2020-census-will-reveal-about-america-stagnating-growth-an-aging-     
   population-and-youthful-diversity/


