LENDERS THAT DO MANUAL UNDERWRITING

**|_eNDERS THAT Do MANUAL UNDERWRITING: NAVIGATING THE PATH LEss AUTOMATED**

LENDERS THAT DO MANUAL UNDERWRITING OFFER A UNIQUE ALTERNATIVE IN THE MORTGAGE AND LENDING LANDSCAPE,
ESPECIALLY FOR BORROWERS WHOSE FINANCIAL PROFILES DON'T NEATLY FIT INTO AUTOMATED SYSTEMS. IN AN ERA WHERE
TECHNOLOGY DOMINATES LOAN APPROVALS, MANUAL UNDERWRITING REMAINS A VITAL PROCESS FOR THOSE WITH NON-
TRADITIONAL CREDIT HISTORIES, SELF-EMPLOYMENT INCOME, OR UNUSUAL FINANCIAL CIRCUMSTANCES. UNDERST ANDING HOW
THESE LENDERS OPERATE AND WHAT SETS MANUAL UNDERWRITING APART CAN EMPOWER BORROWERS TO MAKE INFORMED
DECISIONS AND POTENTIALLY UNLOCK FINANCING OPTIONS OTHERWISE UNAVAILABLE.

WHAT Is MANUAL UNDERWRITING AND WHY DoES IT MATTER?

W/HEN YOU APPLY FOR A LOAN, MANY LENDERS RELY ON AUTOMATED UNDERWRITING SYSTEMS (AUS) — SOFTWARE
PROGRAMS THAT QUICKLY ANALYZE YOUR CREDIT SCORE, INCOME, DEBT-TO~INCOME RATIO, AND OTHER DATA POINTS TO
APPROVE OR DENY YOUR APPLICATION. \WHILE EFFICIENT, THIS PROCESS CAN OVERLOOK NUANCES IN A BORROWER’S FINANCIAL
SITUATION. THAT’S WHERE MANUAL UNDERWRITING COMES IN.

MANUAL UNDERWRITING INVOLVES A HUMAN UNDERWRITER REVIEWING YOUR LOAN APPLICATION IN DETAIL. INSTEAD OF RELYING
SOLELY ON ALGORITHMS, THE UNDERWRITER EVALUATES YOUR OVERALL FINANCIAL HEALTH, INCLUDING ALTERNATIVE
DOCUMENTATION, UNIQUE INCOME SOURCES, OR COMPENSATING FACTORS LIKE SUBSTANTIAL SAVINGS OR A STRONG PAYMENT
HISTORY. THIS PERSONALIZED REVIEW CAN MAKE ALL THE DIFFERENCE FOR BORROWERS WHO DON’T HAVE A PERFECT CREDIT
SCORE OR A CONVENTIONAL EMPLOYMENT BACKGROUND.

THe ADVANTAGES oF GOING MANUAL

THERE ARE SEVERAL KEY BENEFITS TO WORKING WITH LENDERS THAT DO MANUAL UNDERWRITING:

- ¥**¥ELEXIBILITY WITH DOCUMENTATION:** BORROWERS WHO ARE SELF-EMPLOYED OR HAVE IRREGULAR INCOME STREAMS CAN
PROVIDE ALTERNATIVE PROOF OF INCOME BEYOND STANDARD PAY STUBS AND W/-2s.

- ¥* CONSIDERATION OF COMPENSATING FACTORS:** |F YOUR CREDIT SCORE IS BORDERLINE BUT YOU HAVE A SOLID FINANCIAL
CUSHION, MANUAL UNDERWRITERS CAN TAKE THIS INTO ACCOUNT.

- ¥**OPPORTUNITY FOR THOSE WITH THIN CREDIT FILES:** PEOPLE WITH LIMITED CREDIT HISTORY MAY STILL QUALIFY BASED

ON RENT PAYMENT HISTORY, UTILITY BILLS, OR OTHER NON-TRADITIONAL CREDIT REFERENCES.

- **PERSONALIZED ASSESSMENT: ¥ * HUMAN UNDERWRITERS CAN WEIGH UNIQUE CIRCUMSTANCES THAT AUTOMATED SYSTEMS

MIGHT FLAG AS RISKY.

WHo ARE THE LENDERS THAT Do MANUAL UNDERWRITING?

NOT ALL LENDERS OFFER MANUAL UNDERWRITING, AS MANY PREFER THE SPEED AND CONSISTENCY OF AUTOMATED SYSTEMS.
HO\X/EVER, CERTAIN TYPES OF LENDERS ARE MORE INCLINED TO PROVIDE THIS OPTION!:

CrepiT UNIONS

CREDIT UNIONS OFTEN HAVE MORE FLEXIBILITY THAN BIG BANKS. THEY’RE MEMBER-FOCUSED AND TEND TO WORK CLOSELY WITH
BORROWERS, MAKING MANUAL UNDERWRITING A COMMON PRACTICE. BECAUSE CREDIT UNIONS PRIORITIZE COMMUNITY
RELATIONSHIPS, THEY’RE MORE WILLING TO ASSESS APPLICATIONS ON A CASE-BY-CASE BASIS.



CoMMUNITY BANKS

SIMILAR TO CREDIT UNIONS, COMMUNITY BANKS UNDERSTAND LOCAL MARKET DYNAMICS AND BORROWER NEEDS. MANY MAINTAIN
MANUAL UNDERWRITING PROCESSES TO ACCOMMODATE UNIQUE FINANCIAL SITUATIONS, PARTICULARLY FOR SMALL BUSINESS
OWNERS AND THOSE WITH ALTERNATIVE INCOME.

MORTGAGE BROKERS

MORTGAGE BROKERS SERVE AS INTERMEDIARIES BETWEEN BORROWERS AND LENDERS. THEY OFTEN HAVE ACCESS TO LENDERS
WHO DO MANUAL UNDERWRITING AND CAN GUIDE APPLICANTS THROUGH THE PROCESS, FINDING OPTIONS TAILORED TO
UNCONVENTIONAL FINANCIAL PROFILES.

SPECIALTY LENDERS AND NoN-QM LoAN PROVIDERS

NON-QUALIFIED MORTGAGE (NON-QM) LENDERS SPECIALIZE IN LOANS THAT DON’T MEET TRADITIONAL STANDARDS. THESE
LENDERS OFTEN USE MANUAL UNDERWRITING TO EVALUATE BORROWERS WITH SELF-EMPLOYMENT INCOME, RECENT CREDIT
EVENTS, OR OTHER COMPLEXITIES.

WHAT Does THE MANUAL UNDERWRITING PROCESS ook LIke?

UNDERSTANDING THE STEPS INVOLVED IN MANUAL UNDERWRITING HELPS SET EXPECTATIONS AND PREPARE YOUR APPLICATION
ACCORDINGLY.

GATHERING COMPREHENSIVE DOCUMENTATION

UNLIKE AUTOMATED UNDERWRITING, WHICH USES STANDARD DOCUMENTS, MANUAL UNDERWRITING MAY REQUIRE A BROADER
RANGE OF PAPERWORK, SUCH AS:

- BANK STATEMENTS SHOWING CONSISTENT DEPOSITS
- PROFIT AND LOSS STATEMENTS FOR SELF-EMPLOYED APPLICANTS

- LETTERS OF EXPLANATION FOR CREDIT ISSUES OR GAPS IN EMPLOYMENT
- PROOF OF RENT OR UTILITY PAYMENTS AS ALTERNATIVE CREDIT REFERENCES

DeTAILED FINANCIAL REVIEW

THE UNDERWRITER CAREFULLY ANALYZES YOUR INCOME STABILITY, ASSETS, DEBTS, AND CREDIT HISTORY. THEY LOOK FOR
PATTERNS AND EVIDENCE OF FINANCIAL RESPONSIBILITY BEYOND SIMPLE CREDIT SCORES.

EVALUATING COMPENSATING FACTORS

MANUAL UNDERWRITERS CAN WEIGH POSITIVE FACTORS THAT OFFSET WEAKNESSES. FOR INSTANCE, A BORROWER WITH A
LOWER CREDIT SCORE BUT A LARGE DOWN PAYMENT OR SIGNIFICANT SAVINGS MAY STILL QUALIFY.



DecisioNn AND COMMUNICATION

BECAUSE THE PROCESS IS MORE HANDS-ON, IT MAY TAKE LONGER THAN AUTOMATED APPROVALS. HO\X/EVER/ BORROWERS
OFTEN RECEIVE MORE PERSONALIZED FEEDBACK AND OPPORTUNITIES TO PROVIDE ADDITIONAL INFORMATION.

How To IMPROVE YOUR CHANCES WITH LENDERS THAT Do MANUAL
UNDERWRITING

IF YOU’RE CONSIDERING APPLYING THROUGH A LENDER THAT PERFORMS MANUAL UNDERWRITING, HERE ARE SOME TIPS TO
STRENGTHEN YOUR APPLICATION:

® ORGANIZE YOUR DOCUMENTATION: PREPARE THOROUGH AND CLEAR PAPERWORK, INCLUDING TAX RETURNS, BANK
STATEMENTS, AND EXPLANATIONS FOR ANY ANOMALIES.

¢ HIGHLIGHT STABLE INCOME: DEMONSTRATE CONSISTENT EARNINGS, EVEN IF SELF-EMPLOYED, THROUGH DETAILED
FINANCIAL STATEMENTS.

e SHOW STRONG SAVINGS OR ASSETS: HAVING RESERVES CAN REASSURE UNDERWRITERS ABOUT YOUR ABILITY TO
MANAGE PAYMENTS.

o ExpLAIN CREDIT ISSUES: PROVIDE CONTEXT FOR ANY LATE PAYMENTS OR DEROGATORY MARKS, EMPHASIZING STEPS
TAKEN TO IMPROVE YOUR CREDIT.

® WORK WITH EXPERIENCED PROFESSIONALS: MORTGAGE BROKERS OR LOAN OFFICERS FAMILIAR WITH MANUAL
UNDERWRITING CAN GUIDE YOU THROUGH THE NUANCES.

CoMMON SceNARIOS WHERE MANUAL UNDERWRITING IS BENEFICIAL

CERTAIN BORROWER PROFILES PARTICULARLY BENEFIT FROM MANUAL UNDERWRITING DUE TO THEIR UNIQUE FINANCIAL
SITUATIONS:

SELF-EMPLOYED BORROWERS

SELF-EMPLOYED INDIVIDUALS OFTEN HAVE VARIABLE INCOME AND MAY NOT PROVIDE TYPICAL W -2S. MANUAL UNDERWRITING
ALLOWS LENDERS TO ASSESS PROFIT AND LOSS STATEMENTS OR BANK DEPOSITS TO VERIFY INCOME.

BorroOWERS WITH THIN CREDIT FILES

IF YOU LACK EXTENSIVE CREDIT HISTORY, MANUAL UNDERWRITERS CAN CONSIDER ALTERNATIVE CREDIT DATA, SUCH AS RENT
AND UTILITY PAYMENTS, TO ESTABLISH CREDIT\WORTHINESS.

RecenT CreDIT CHALLENGES

APPLICANTS RECOVERING FROM RECENT FINANCIAL SETBACKS — LIKE A BANKRUPTCY OR FORECLOSURE — MAY BE DENIED BY



AUTOMATED SYSTEMS BUT CAN STILL QUALIFY WITH MANUAL REVIEW IF THEY DEMONSTRATE STABILITY SINCE THE EVENT.

NoN-TRADITIONAL INCOME SOURCES

INCOME FROM COMMISSIONS, BONUSES, SOCIAL SECURITY, OR RENTAL PROPERTIES CAN BE FACTORED IN DURING MANUAL
UNDERWRITING, WHEREAS AUTOMATED SYSTEMS MIGHT EXCLUDE OR UNDERVALUE THESE.

UNDERSTANDING THE DRAWBACKS AND TRADE-OFFS

W/HILE MANUAL UNDERWRITING OPENS DOORS FOR MANY, IT’S IMPORTANT TO RECOGNIZE ITS LIMITATIONS:

- **|_ONGER PROCESSING TIMES: ¥ * HUMAN EVALUATION TAKES MORE TIME THAN AUTOMATED APPROVALS.

- **¥POTENTIALLY HIGHER COSTS:** SOME LENDERS CHARGE HIGHER FEES FOR LOANS REQUIRING MANUAL UNDERWRITING DUE TO
INCREASED LABOR.

- ¥*¥STRICTER SCRUTINY:** EACH ASPECT OF YOUR FINANCIAL HISTORY IS CLOSELY EXAMINED, SO INCOMPLETE OR UNCLEAR
DOCUMENTATION CAN LEAD TO DELAYS OR DENIALS.

THAT SAID, FOR MANY BORROWERS, THESE TRADE-OFFS ARE WORTHWHILE GIVEN THE ACCESS TO FINANCING OPPORTUNITIES
THAT MIGHT OTHERWISE BE CLOSED.

FINAL THOUGHTS ON CHOOSING THE RIGHT LENDER

W/HEN SEARCHING FOR LENDERS THAT DO MANUAL UNDERWRITING, PRIORITIZE THOSE WHO HAVE A REPUTATION FOR CLEAR
COMMUNICATION AND BORROWER SUPPORT. BUILDING A RELATIONSHIP WITH A KNOWLEDGEABLE LOAN OFFICER OR BROKER CAN
MAKE THE PROCESS SMOOTHER AND INCREASE YOUR CHANCES OF APPROVAL.

W/HETHER YOU’RE SELF-EMPLOYED, REBUILDING CREDIT, OR HAVE A NON-TRADITIONAL FINANCIAL PROFILE, MANUAL
UNDERWRITING LENDERS OFFER A PERSONALIZED APPROACH THAT CAN HELP YOU ACHIEVE YOUR HOMEOWNERSHIP OR FINANCING
GOALS. BY UNDERSTANDING HOW THESE LENDERS WORK AND PREPARING YOUR APPLICATION CAREFULLY, YOU CAN NAVIGATE
THE LENDING LANDSCAPE WITH CONFIDENCE AND FIND THE LOAN THAT FITS YOUR UNIQUE NEEDS.

FREQUENTLY ASKeED QUESTIONS

WHAT IS MANUAL UNDERWRITING IN THE CONTEXT OF LENDING?

MANUAL UNDERWRITING IS A PROCESS WHERE A LENDER EVALUATES A BORROWER'S LOAN APPLICATION BY MANUALLY
REVIEWING FINANCIAL DOCUMENTS AND CREDIT HISTORY, RATHER THAN RELYING SOLELY ON AUTOMATED CREDIT SCORING
SYSTEMS.

\W/HICH TYPES OF LENDERS TYPICALLY OFFER MANUAL UNDERWRITING?

MANUAL UNDERWRITING IS COMMONLY OFFERED BY SMALLER BANKS, CREDIT UNIONS, AND SOME NON-BANK MORTGAGE LENDERS
WHO ARE WILLING TO CONSIDER ALTERNATIVE CREDIT DATA AND UNIQUE FINANCIAL SITUATIONS.

WHY WOULD A BORROWER SEEK A LENDER THAT DOES MANUAL UNDERWRITING?

BORROWERS WITH LIMITED CREDIT HISTORY, PAST CREDIT ISSUES, OR NON-TRADITIONAL INCOME SOURCES MAY SEEK LENDERS
THAT PERFORM MANUAL UNDERWRITING BECAUSE THESE LENDERS CAN ASSESS THEIR CREDIT\WORTHINESS MORE HOLISTICALLY.



How DOES MANUAL UNDERWRITING BENEFIT BORROWERS WITH NON-TRADITIONAL
CREDIT PROFILES?

MANUAL UNDERWRITING ALLOWS LENDERS TO CONSIDER ALTERNATIVE DOCUMENTATION SUCH AS UTILITY PAYMENTS, RENT
HISTORY, AND OTHER FINANCIAL FACTORS, ENABLING BORROWERS WITHOUT CONVENTIONAL CREDIT SCORES TO QUALIFY FOR
LOANS.

ARE INTEREST RATES TYPICALLY DIFFERENT WITH MANUALLY UNDERWRITTEN LOANS?

INTEREST RATES ON LOANS APPROVED THROUGH MANUAL UNDERWRITING MAY BE SLIGHTLY HIGHER DUE TO THE INCREASED RISK
PERCEIVED BY LENDERS, BUT RATES VARY WIDELY DEPENDING ON THE LENDER AND BORROWER'S OVERALL FINANCIAL PROFILE.

How CAN A BORROWER PREPARE FOR MANUAL UNDERWRITING WHEN APPLYING FOR A
LOAN?

BORROWERS SHOULD ORGANIZE COMPREHENSIVE FINANCIAL DOCUMENTATION, INCLUDING PROOF OF INCOME, BANK STATEMENTS,
RENT OR MORTGAGE PAYMENT HISTORY, AND EXPLANATIONS FOR ANY CREDIT ISSUES TO HELP LENDERS PERFORM THOROUGH
MANUAL UNDERWRITING.

ADDITIONAL RESOURCES

LENDERS THAT Do MANUAL UNDERWRITING: AN IN-DEPTH EXPLORATION OF THEIR ROLE AND RELEVANCE

LENDERS THAT DO MANUAL UNDERWRITING OCCUPY A UNIQUE NICHE IN THE MORTGAGE INDUSTRY, OFFERING ALTERNATIVES TO
BORROWERS WHO MAY NOT FIT THE STRICT CRITERIA SET BY AUTOMATED UNDERWRITING SYSTEMS. AS FINANCIAL TECHNOLOGY
CONTINUES TO EVOLVE, MANY LENDERS RELY HEAVILY ON AUTOMATED UNDERWRITING TO STREAMLINE LOAN APPROVAL
PROCESSES. HO\X/EVER, MANUAL UNDERWRITING REMAINS A CRITICAL TOOL FOR EVALUATING LOAN APPLICATIONS THAT
REQUIRE A MORE NUANCED, INDIVIDUALIZED ASSESSMENT. THIS ARTICLE DELVES INTO THE CHARACTERISTICS, ADVANTAGES, AND
CHALLENGES ASSOCIATED WITH LENDERS THAT DO MANUAL UNDERWRITING, DRAWING COMPARISONS AND HIGHLIGHTING THEIR
ONGOING RELEVANCE IN TODAY’S LENDING LANDSCAPE.

UNDERSTANDING MANUAL UNDERWRITING AND |ITS IMPORTANCE

MANUAL UNDERWRITING REFERS TO THE PROCESS WHERE LOAN APPLICATIONS ARE REVIEWED AND EVALUATED BY HUMAN
UNDERWRITERS RATHER THAN SOLELY BY AUTOMATED SOFTWARE SYSTEMS. UNLIKE AUTOMATED UNDERWRITING SYSTEMS
(AUS), WHICH USE ALGORITHMS AND PREDEFINED CRITERIA TO APPROVE OR DENY LOANS QUICKLY, MANUAL UNDERWRITING
ALLOWS LENDERS TO CONSIDER ADDITIONAL FACTORS SUCH AS NON-TRADITIONAL INCOME SOURCES, IRREGULAR CREDIT
HISTORIES, AND UNIQUE FINANCIAL CIRCUMSTANCES.

THE SIGNIFICANCE OF MANUAL UNDERWRITING IS PARTICULARLY PRONOUNCED FOR BORROWERS WHO MAY HAVE THIN CREDIT
FILES, SELF-EMPLOYMENT INCOME, OR RECENT FINANCIAL HARDSHIPS THAT COMPUTERS CANNOT EASILY INTERPRET. By

ANALYZING DOCUMENTATION MORE COMPREHENSIVELY, MANUAL UNDERWRITERS CAN EXERCISE DISCRETION AND JUDGMENT,
POTENTIALLY APPROVING LOANS THAT AUTOMATED SYSTEMS MIGHT REJECT.

\WHY SoMEe LENDERS PREFER MANUAL UNDERWRITING

W/HILE AUTOMATED UNDERWRITING OFFERS SPEED AND CONSISTENCY, IT MAY OVERLOOK NUANCES IN A BORROWER’S FINANCIAL
SITUATION. LENDERS THAT DO MANUAL UNDERWRITING OFTEN DO SO TO:

* EXPAND ACCESS TO CREDIT: BY EVALUATING NON-TRADITIONAL DATA, THESE LENDERS CAN SERVE CLIENTS WHO ARE



UNDERSERVED BY AUTOMATED SYSTEMS.

* REDUCE FALSE NEGATIVES: SOME LOAN APPLICATIONS MAY BE UNFAIRLY DENIED BY RIGID ALGORITHMS; MANUAL REVIEW
CAN IDENTIFY LEGITIMATE BORROWERS.

¢ HANDLE COMPLEX FINANCIAL PROFILES: SELF-EMPLOYED INDIVIDUALS, GIG ECONOMY WORKERS, AND THOSE WITH
FLUCTUATING INCOMES BENEFIT FROM MANUAL SCRUTINY.

® MEET SPECIFIC PROGRAM REQUIREMENTS: CERTAIN GOVERNMENT-BACKED LOANS AND SPECIAL MORTGAGE PROGRAMS
REQUIRE OR ALLOW MANUAL UNDERWRITING.

LEADING LENDERS THAT Do MANUAL UNDERWRITING

SEVERAL PROMINENT LENDERS AND MORTGAGE COMPANIES MAINTAIN MANUAL UNDERWRITING CAPABILITIES AS PART OF THEIR
SERVICE OFFERINGS. THESE LENDERS OFTEN CATER TO NICHE MARKETS AND BORROWERS WITH UNIQUE FINANCIAL SITUATIONS.

TrADITIONAL BANKS AND CrEDIT UNIONS

MANY ESTABLISHED BANKS AND CREDIT UNIONS RETAIN MANUAL UNDERWRITING TEAMS, PARTICULARLY FOR CONVENTIONAL
LOANS AND SPECIALIZED LENDING PRODUCTS. THEIR UNDERWRITING PROFESSIONALS ASSESS APPLICATIONS BEYOND THE
AUTOMATED SYSTEMS, FOCUSING ON THE BORROWER’S OVERALL FINANCIAL HEALTH. CREDIT UNIONS, IN PARTICULAR, ARE
KNOWN FOR PERSONALIZED SERVICE AND FLEXIBILITY IN UNDERWRITING, OFTEN FAVORING MANUAL REVIEW TO MAINTAIN STRONG
MEMBER RELATIONSHIPS.

NoN-QM (NoN-QUALIFIED MORTGAGE) LENDERS

NoN-QM LENDERS SPECIALIZE IN LOANS THAT DO NOT MEET THE STANDARD QUALIFIED MORTGAGE CRITERIA, OFTEN TARGETING
SELF-EMPLOYED BORROWERS, INVESTORS, OR THOSE WITH IRREGULAR INCOME STREAMS. THESE LENDERS RELY HEAVILY ON
MANUAL UNDERWRITING TO EVALUATE ALTERNATIVE DOCUMENTATION SUCH AS BANK STATEMENTS, PROFIT AND LOSS
STATEMENTS, AND ASSET DEPLETION CALCULATIONS. EXAMPLES INCLUDE LENDERS LIKE ANGEL OAk, CITADEL SERVICING
CorPORATION, AND CARRINGTON MORTGAGE SERVICES.

GOVERNMENT-BACKED LOAN PROVIDERS

CERTAIN GOVERNMENT-INSURED OR GUARANTEED LOAN PROGRAMS, SUCH AS FHA, VA, AND USDA LOANS, SOMETIMES REQUIRE
MANUAL UNDERWRITING WHEN THE BORROWER DOES NOT MEET THE AUTOMATED SYSTEM’S BENCHMARKS. LENDERS PARTICIPATING
IN THESE PROGRAMS OFTEN HAVE UNDERWRITING STAFF TRAINED TO ANALYZE DETAILED DOCUMENTATION AND APPROVE LOANS
THAT AUTOMATED TOOLS CANNOT.

Pros AND Cons oF MANUAL UNDERWRITING

ADVANTAGES



o FLEXIBILITY: MANUAL UNDERWRITING ALLOWS FOR A BROADER RANGE OF FINANCIAL SCENARIOS TO BE CONSIDERED,
ACCOMMODATING BORROWERS WITH ATYPICAL PROFILES.

® PERSONALIZED ASSESSMENT: HUMAN UNDERWRITERS CAN FACTOR IN SOFT INFORMATION LIKE CHARACTER REFERENCES
EMPLOYMENT STABILITY, AND INDUSTRY TRENDS.

1

* |IMPROVED ACCESS: ENABLES CREDIT ACCESS FOR BORROWERS WHO MIGHT OTHERWISE BE EXCLUDED DUE TO STRICT
AUTOMATED CRITERIA.

DISADVANTAGES

* | ONGER PROCESSING TIMES: MANUAL REVIEW REQUIRES MORE TIME AND RESOURCES, POTENTIALLY DELAYING LOAN
APPROVAL COMPARED TO AUTOMATED METHODS.

® SUBJECTIVITY RISK: HUMAN JUDGMENT CAN INTRODUCE VARIABILITY AND INCONSISTENCY IN LOAN DECISIONS.

® HIGHER OPERATIONAL COSTS: MAINTAINING UNDERWRITING TEAMS AND COMPREHENSIVE REVIEW PROCESSES IS MORE
EXPENSIVE FOR LENDERS.

How MANUAL UNDERWRITING FITS INTO THE MODERN LENDING ECOSYSTEM

DESPITE ADVANCES IN FINTECH AND MACHINE LEARNING, MANUAL UNDERWRITING REMAINS A VITAL COMPONENT OF THE MORTGAGE
APPROVAL PROCESS. MANY LENDERS USE A HYBRID APPROACH, WHERE AUTOMATED SYSTEMS PERFORM INITIAL SCREENING, AND
MANUAL UNDERWRITING IS TRIGGERED FOR APPLICATIONS THAT FALL OUTSIDE STANDARD PARAMETERS. THIS APPROACH
BALANCES EFFICIENCY WITH FLEXIBILITY, ENSURING THAT BORROWERS WITH COMPLEX FINANCIAL SITUATIONS RECEIVE FAIR
CONSIDERATION.

MOREOVER, REGULATORY ENVIRONMENTS OFTEN REQUIRE MANUAL UNDERWRITING IN CERTAIN CONTEXTS TO ENSURE COMPLIANCE
AND RISK MANAGEMENT. FOR EXAMPLE, FHA LOANS THAT DO NOT MEET AUTOMATED APPROVAL CRITERIA MUST UNDERGO
MANUAL UNDERWRITING, ENSURING ADHERENCE TO FEDERAL GUIDELINES WHILE PROVIDING PATHWAYS TO HOMEOWNERSHIP FOR
LOWER-CREDIT BORROWERS.

TECHNOLOGICAL ENHANCEMENTS SUPPORTING MANUAL UNDERWRITING

ADVANCES IN DATA ANALYTICS AND DOCUMENT MANAGEMENT HAVE ENHANCED THE EFFICIENCY AND ACCURACY OF MANUAL
UNDERWRITING. DIGITAL PLATFORMS NOW ENABLE UNDERWRITERS TO ACCESS COMPREHENSIVE BORROWER DATA, AUTOMATE
ROUTINE VERIFICATIONS, AND COLLABORATE WITH LOAN OFFICERS SEAMLESSLY. THESE TOOLS REDUCE PROCESSING TIMES AND
IMPROVE DECISION QUALITY WITHOUT SACRIFICING THE PERSONALIZED EVALUATION THAT MANUAL UNDERWRITING AFFORDS.

Key CONSIDERATIONS FOR BORROWERS SEEKING MANUAL UNDERWRITING

BORROWERS INTERESTED IN LENDERS THAT DO MANUAL UNDERWRITING SHOULD CONSIDER SEVERAL FACTORS TO OPTIMIZE THEIR
CHANCES OF APPROVAL!

¢ DOCUMENTATION READINESS: MANUAL UNDERWRITING REQUIRES THOROUGH DOCUMENTATION OF INCOME, ASSETS, AND



LIABILITIES. BORROWERS SHOULD BE PREPARED TO PROVIDE EXTENSIVE PAPERW ORK.

o CREDIT PROFILE TRANSPARENCY: HONEST DISCLOSURE OF CREDIT ISSUES AND FINANCIAL CHALLENGES HELPS
UNDERWRITERS MAKE INFORMED DECISIONS.

o UNDERSTANDING PROGRAM ELIGIBILITY: SOME LOAN PROGRAMS EXPLICITLY ALLOW OR REQUIRE MANUAL UNDERWRITING;,
BORROWERS SHOULD INQUIRE ABOUT THESE OPTIONS.

¢ PATIENCE WITH TIMELINES: SINCE MANUAL UNDERWRITING TAKES LONGER, BORROWERS SHOULD ANTICIPATE EXTENDED
PROCESSING PERIODS.

LookING AHEAD: THE FUTURE oF MANUAL UNDERWRITING

AS LENDING TECHNOLOGY EVOLVES, THE ROLE OF MANUAL UNDERWRITING IS LIKELY TO ADAPT RATHER THAN DISAPPEAR.
INTEGRATION OF ARTIFICIAL INTELLIGENCE AND MACHINE LEARNING MAY ASSIST UNDERWRITERS BY HIGHLIGHTING RED FLAGS AND
AUTOMATING ROUTINE TASKS, BUT HUMAN JUDGMENT WILL REMAIN CRUCIAL FOR COMPLEX CASES. FURTHERMORE, ECONOMIC
FLUCTUATIONS AND REGULATORY CHANGES MAY INCREASE DEMAND FOR MANUAL UNDERWRITING, ESPECIALLY AS LENDERS SEEK
TO BALANCE RISK WITH INCLUSIVITY.

IN A MARKET INCREASINGLY DRIVEN BY DATA AND AUTOMATION, LENDERS THAT DO MANUAL UNDERWRITING CONTINUE TO

PROVIDE VALUABLE FLEXIBILITY AND TAILORED SERVICE. FOR BORROWERS OUTSIDE THE CONVENTIONAL MOLD, THESE LENDERS
REPRESENT AN IMPORTANT GATEWAY TO FINANCING OPPORTUNITIES THAT MIGHT OTHERW!ISE BE INACCESSIBLE.
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cultural norms, and untested theories. In addition, his interviews with real estate and lending
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