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AVM Platforms:
Getting Correspondents And 
Investors On The Same Page

T he relationship between pri-
vate investors and correspon-
dent mortgage lenders is

symbiotic, both benefiting and re-
quiring contribution from each side
of the equation. 

For their part, private in-
vestors have breathed life
into nonprime mortgage
lending options, providing
correspondent originators a
variety of loan products to
meet unique borrower cir-
cumstances. Conversely,
correspondent lenders are
expected to deliver loan
packages conforming to
their investors’ underwriting guide-
lines. 

Along with borrower credit scor-
ing, collateral valuation is a top in-
vestor criteria for mitigating risk
specific to second mortgages. In the
event of default or foreclosure, in-
vestors are keen to offset their loss
based on the validity of the proper-

By Arturo Garcia

Arturo Garcia is executive vice

president of PLATINUMdata Solu-

tions, where he maintains daily op-

erations and oversees personnel. He

was previously director of special

accounts and played an integral

role in the development of the com-

pany’s cascading AVM platform. 

ty’s market value and their ability to
substantiate the value. 

Investors have embraced auto-
mated valuation models
(AVMs) as a viable, even
preferable, alternative to
full physical appraisals for
these loans. However, as
AVM products proliferate,
differentiate and gain
strength by region, state,
county and ZIP code, in-
vestors have learned their
relative strengths and

weaknesses. They have also come to
realize an underlying fluidity in valu-
ation methodologies.

Heightened investor understand-
ing and familiarity with AVM offer-
ings have prompted increasingly
strict underwriting requirements for
valuations. Not only do investors re-
quire AVMs, but they also demand
specific ones and may even want
certain ones based on the target
property’s location. 

Brokers, originators and corre-
spondents alike feel the impact of
investor compliance, but correspon-
dents are particularly sensitive to its
ebbs and flows, if for no other rea-
son than the sheer size of their or-

ganizations. If something goes awry
with a correspondent’s investor rela-
tionships because of issues with val-
uation compliance, the ripple effect
can be costly in more than a mone-
tary sense.

Now, more than ever before, it is
crucial for correspondent lenders to
appreciate AVMs, gain an educated
perspective on their use and validity,
and determine a strategy for manag-
ing them in the context of investor
guidelines. Correspondents that un-
derstand their investors’ AVM pref-
erences, automate the management
of AVM selection, and apply what
they learn to long-term business
strategies will come out ahead.

Understanding preferences

There are quite a few AVMs avail-
able in the market today. Each of-
fers its own methodology, its own
perspective on the data points,
governing algorithms, and geograph-
ic variables that comprise real estate
valuation. Investors have a sophisti-
cated understanding of these prod-
ucts and take their characteristics
into account when determining the
ideal AVM or combination of AVMs
to arrive at the most accurate value
possible. 

Investors also engage in ongoing
discovery and adjustment. Solid

Correspondents that understand their investors’ preferences and automate 

AVM management will come out ahead.
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investors test all available AVMs and
measure their performance in each
state, county and ZIP code, depend-
ing on the scope of the analysis. Risk
departments summarize the accura-
cy of the valuation tools based on in-
ternal criteria set up for testing. 

The bottom line is that investors
are compelled to measure risk when
it comes to collateral valuation.
Whether analyzing ap-
praisals or AVMs, they
have to measure the
risk involved in the
valuation method for
a specific loan. 

Investors can also
learn about AVM per-
formance from real
world data generated
as correspondents in-
teract with and order
the valuation reports.
AVM platforms can aggre-
gate returned data, including
property information that the in-
vestor can use to test their perform-
ance. Whereas an investor might
have been doing performance-based
tests every six months or so in the
past, when their correspondents ac-
cess an automated platform, it is
possible to capture all the data
and compile reports for investors.
That will allow them to know where
their correspondents are running
AVMs.

For example, Correspondent A or-
ders 50 AVMs for 50 different proper-
ties in California, Washington and
Arizona. That’s important informa-
tion for the investor to know be-
cause they can track where Corre-
spondent A is doing business and
how well the AVMs are working for
that correspondent. 

The investor can then use those
reports to validate what the corre-
spondent is saying and perform a dif-
ferent test, with perhaps a different

rules to govern what AVMs can be
ordered for particular loans destined
for particular investors. Through re-
al-time administrative alerts and re-
porting features, full-service plat-
forms are proving to be valuable
multifaceted tools.

In addition to the benefits corre-
spondent lenders realize from au-
tomating AVM selection criteria on
next generation platforms, investors
benefit because they can verify, for
auditing and quality control, any of
the AVMs their correspondents use.
Investors can simply reference the
original report generated for a specif-
ic property for quality control. 

When AVM use is controlled by ac-
count administrators within the cor-
respondent’s account and is automat-
ed via a platform, it is possible to
reduce or eliminate waste, redundan-
cies and employee fraud. For exam-
ple, an investor accepts four AVMs in
California. Correspondents want to
know if their originators are overus-
ing those AVMs in that space. 

An account administrator control-
ling AVM use decides that, out of
those four models approved in that
state, users are to have access to one.
In addition, parameters can be set
based on those who pay for that use. 

The interdependence of investors
and correspondent lenders is
nowhere more evident than in collat-
eral valuation via approved AVMs.
Correspondents have a vested inter-
est both in presenting fully compliant
loan packages to investors and prof-
itably managing AVM ordering
process within their organizations. 

Correspondents that order AVMs
from a next generation platform
provider are exposed to a new level
of performance and efficiency that
enables them to achieve valuation
compliance in even the face of the
most complex underwriting com-
mitments. 

AVM. The investor benefits because
their correspondents are using a sin-
gle system to capture data and gener-
ate reports for statistical analysis of
the valuations and their performance
in each state or county. 

Automated management

Clearly, correspondents want to be
compliant with investor un-

derwriting guidelines in
order to keep their

cash  and  loan
pipelines flowing.
Any AVM platform
can deliver one or
more investor-ap-
proved AVMs. For
the correspondent
that needs to man-

age a more complex
network of investors’

underwriting guide-
lines at high-volume pro-

duction levels, however, a
platform provider that can ensure
correct set-up to access and order ap-
propriate AVMs is a game-changing
upgrade over earlier platforms. 

Further, when tracked in aggre-
gate, AVM orders provide valuable or-
ganizational insight that can im-
prove efficiency and result in cost
reductions.

The best platform continually up-
dates itself through accumulation of
real world results that are constantly
challenging the system’s perform-
ance. Everybody benefits from hav-
ing a centralized resource and a sin-
gle data repository.

Next generation AVM platforms of-
fer far greater functionality than pre-
vious cascading AVM ordering solu-
tions, taking valuation compliance
and valuation management compli-
ance to a new level of process inno-
vation, performance improvement
and business intelligence. Advanced
platforms al low administrat ive SME
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