The difference between banks and mortgage lenders


During the recent holiday week I had a visit from a friend I’ve known since childhood.

She’s from my hometown in north Georgia and works for one of the local banks there.
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We began to talk about mortgages and she told me of the business her bank is doing.  While the mortgage business at her bank sounded healthy, I had to refrain from stating my opinion about it to her.  However, I see no reason to hold my opinion back here.

First of all, in the small north Georgia mountain area I am originally from, there are no companies that handle strictly mortgages, such as the one I work for here in Cartersville. Banks originate all the mortgage loans, or at least a bank’s mortgage division handles the mortgage lending under the auspices of the bank.  

Banks originating mortgages is nothing new.  Most of the large banks in metro Atlanta have a mortgage division.  My experience with these type mortgage lenders is that they only approve borrowers of the highest quality.
While I appreciate a high quality borrower, (someone with clean credit, strong income, good assets, etc.), many of my applicants have experienced real life circumstances that cause them to often be rejected by banks for mortgage loans.

Virtually ever day I am approached by a borrower who has been turned down by a bank for a mortgage loan.  Typically these borrowers are deserving of a mortgage and are frequently approved by my company.  This is not to say we approve any and all applicants.  The difference is expertise, experience, and know how.

My experience is that a bank mortgage lender is only able to work with applicants who are approved by their computerized underwriting system.  These borrowers are almost always so strong that any lender would approve them.  When someone applies for a mortgage with a bank but is denied for that loan, it does not mean that borrower can’t get a house.  What it may mean is that the applicant chose the wrong lender.

In my opinion, the bank mortgage lender either is not allowed to work with that borrower to achieve loan approval, or the bank loan officer just doesn’t know how to overcome the obstacles for loan approval.  Either way, a bank very often is not the wisest and best choice for a mortgage loan.

There are cases when I readily refer an applicant to a bank for a mortgage.  This is usually when the applicant is a business owner and the bank handles his finances in a special way.  Applicants who want to finance boats, cars, etc.  They offer checking and savings accounts to consumers.  They may be fine for certain type consumers who want a mortgage, but are usually not the best option for most people, in my experience.  

Usually banks and their mortgage division are not well versed in government loans.  VA and FHA loans are outstanding options for many people.  In the last couple years FHA has had programs with zero down payment which means owning a home for lots of people who would otherwise be forced to stay in a rental rut.

Those who are eligible for a VA loan, and those who are FHA candidates, are especially better suited to a mortgage company.  In my opinion, the vast majority of consumers looking to finance a home are much better off with a mortgage company.
- Rena Rogers is the branch manager of Pine State Mortgage.  She can be reached at 770-387-4504.

