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Do you share the same views as your colleagues regarding the Internet lead industry?  What are the issues, what can be done to minimize your risk, and what do you need to know before signing on the dotted line?  Many of the answers can be found right here with the first focus group that we conducted.





Over the past several months, we have taken a very pro-active approach in identifying what the Internet lead industry needs to do to earn your business. We have spoken and corresponded with brokers, mortgage companies and our own clients throughout the U.S. They have shared with us their frustrations, success stories and overall thoughts on improving the relationship between the lead buyer and seller.





Our focus here is to assist you in making sound decisions on which companies to use and how to develop that relationship along the way.  In our study of those we reached out to, 93 percent have at one time purchased mortgage leads within the past four years.  The majority consider Internet leads to be a necessary evil of doing business.  Internet leads are certainly a needed resource for us and are, for many smaller brokers, a key necessity for both generating profits and retaining loan officers.





Companies who have had success with Internet leads all share three common characteristics:





The ability to work the lead effectively and timely


The ability to track pipeline status of each lead source


A healthy relationship with their lead provider





1.  The lead generator vs. the lead broker.  Over 70 percent of those we spoke with did not know the difference between a lead generator and a lead broker.  So what is the difference?�


A lead generator is a company that risks advertising dollars in hopes that consumers will click on a banner ad or open an e-mail and complete a mortgage inquiry that they in turn will sell to a mortgage company or mortgage broker.  If a lead generator spends $10,000 on advertising today and only receives 100 leads, well, then their cost per lead is $100.00.  A lead generator’s risk is the ability to sell the lead enough times to recover their marketing costs and still earn a profit.
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“Companies who have had success with Internet leads all share three common characteristics, the ability to work the lead effectively and timely, the ability to track pipeline status of each lead source and a healthy relationship with their lead provider..”


























What Peers are Saying About Internet Mortgage Leads





A critique by mortgage professionals











A lead broker, on the other hand, usually does not generate the lead, so they do not know for certain how or when the consumer submitted their information.  Most lead brokers purchase leads from other third-party companies at discounted prices because they could not be sold through normal channels, due to low property value, loan amount or low demand states.





Let’s face it; we really don’t care how a company generates a “quality” lead for us as long as we can work the lead.  But we should be mindful that there is a huge operation behind a lead generation company that involves optimizing banner ads and spending significant dollars in testing to make sure they provide you with a quality lead.  All of this at the risk of losing advertising dollars that do not turn into leads for the lead generator.





2.  What is a bad lead?  It seems like an easy question to answer, but many of us find it difficult to hold ourselves accountable to the definition.  Let me explain.





Over 80 percent of those we spoke with told us a bad lead is a bad phone number, a disconnected phone number or someone who said they did not apply.  What we in fact discovered is that, at times, a good percentage of us are looking for credit for customers we cannot get in touch with or even some who want credit for leads that did not go to application.  If the lead company provides a lead from an interested party and the contact information is valid, then they did their job.  After that the onus is on us and our trained loan officers to close the deal.





There needs to be a healthy give-and-take in the relationship between the lead vendor and the mortgage company.  Just like a dating relationship, we try to be on our best behavior, and somewhere along the line, our true colors are shown.  Each of us needs to have a healthy appreciation of the other’s business; if we have that, we can put our best foot forward in maintaining a strong business partnership.





We all know things occur in our operations, e.g., new loan officers start, our programs change, new competition etc. Contrary to a few beliefs out there, not every lead you receive will fund.  It is the lead provider’s responsibility to prevent you from getting “bad” leads and in fact credit those where the customer obviously was not interested.  That said, it’s the mortgage company’s responsibility to not take advantage of the situation.





In my travels to industry tradeshows and seminars, I am still amazed by the type of questions I get from lead buyers:  “Greg, do you know what companies ‘guarantee’ their leads?” or “Can your company ‘guarantee’ a funding rate of 5% or higher?  Do you give credit for ‘ineligible’ customers?”  When I ask them their definitions of “guarantee” or “ineligible,” I get a variety of answers.





The simple truth is that their questions are a direct response to the frustration that has built up over the years.  A healthy initial dialogue on the part of the lead buyer and seller is needed before marketing dollars are spent and contracts are signed.  There are some specific questions to ask the lead provider in determining the overall value and lead quality they bring to your company.   


 















































































































































Later on, I will specifically outline what you need to be on guard for and ask a lead provider before signing that contract. We will also look at ways to test your lead source even before you contact them.





3.  Why do you use lead companies?  The vast majority — 83 percent of us — use Internet leads to supplement our existing lead flow.  Beyond that, smaller brokers do not have the experienced marketing staff to generate a cost-effective Internet lead.





4.  Overall satisfaction with your lead provider.  This was broken down into four main categories:





�





Price was the least sensitive variable.  Most of us are willing to pay an additional cost for a lead that we know is a valid lead.  Some indicated they would be willing to spend as much as $10.00 more per lead.  Of those respondents who provided us with narrative feedback, the #1 issue addressed was the return policy.  At times, return policies were not upheld or, worse, the solution was simply replacement leads of the same poor quality.  There were even comments that return policies were not clearly displayed on the website.





How many different lead companies have you used in the past year?  


1-3 	16%


3-5 	20% 


6-10 	50% 


+10 	14%





From the responses to this question, it’s obvious we are having some bad experiences.  Therefore, when we go shopping for a new lead provider, our previous experiences weigh heavily on our impressions, forcing us to move on and take the leap of faith with the next company in line.  Sixty-four percent of us have tried over five providers in the past year!  As we move on to the next lead provider, let’s hope we have taken some lessons learned with us as well.  We should be asking ourselves:  What are the right questions to ask?  What were the issues with the past company?  How much did we really know about the company before we signed that contract?





Of those lead companies you have used in the past year, how many are you still working with?


0 	30%


1-2	55%


3-5	15%


Over 5   0%





If you use multiple lead sources, can you track your funded leads by source?


Yes 	78%


No	22%
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How many times do you resell your leads?  Many companies will tell you they only sell their leads four or five times, but how can we be sure?  Determine this for yourself.  Complete an application on their website, and wait to see how many calls you get.  Also, don’t just wait a day, wait a week or more as some companies will resell their 3- or 4-day-old leads to another vendor, leaving you competing for a lead that someone else bought for 60 or 70 percent less than what you paid for it.





How does the company advertise its services on-line?  If you are dealing with an on-line lead generator, then they should be able to show you where some of their banners can be viewed or copies of the e-mails they are sending out.  Why is this so important?  You want to make sure they are not advertising outrageous rates or offering free gifts for completing mortgage offers.  Also, make sure this is clearly outlined in the agreement you sign.  Also if they are doing any type of telemarketing be sure the company conforms to the do not call requirements.





Does the company host its form? Okay, this point may be a little technical, but it’s very important. Simply put, when you click on a banner, is the lead form hosted by the lead company or by a third party who then in turn sends it to the lead company?  Sometimes, this little factor could be the sole reason you are getting plentiful leads but of really bad quality.  Lead providers who host their form are in control 100 percent of the time of the customer experience.  They schedule and pay for how traffic arrives at their site and determine what lead they will or will not sell to their clients.





Send me your references.   Don’t be surprised if lead companies in general do not provide references to you.  That doesn’t mean they are either good or bad; most just want to keep their client list confidential.  There are several blogs out there that provide great feedback on lead companies so you don’t make the same mistakes, including:





� HYPERLINK "http://www.mortgagefraudblog.com/" ��http://www.mortgagefraudblog.com/�  � HYPERLINK "http://www.mortgageleadsguide.com/Mortgage_Leads_Reviews.asp" ��http://www.mortgageleadsguide.com/Mortgage_Leads_Reviews.asp�





You can also e-mail me at � HYPERLINK "mailto:greg@webmktgsolutions.com" ��greg@webmktgsolutions.com� for a copy of our paper entitled, Questions for Your Lead Provider.  I hope we have shared with you some important facts before you sign with your next lead provider.





By the way … regarding price, if it’s too good to be true, it probably is.  At the end of the day, if we are getting a valid phone number and a customer on the phone who is truly interested in speaking with a loan officer, our lead provider did its job. 





About the Author


Greg Kazmierczak is Founder of WebMktgsolutions.com a consulting company for mortgage companies and mortgage brokers.  Throughout his mortgage experience he has developed several online lead generation platforms, most recently as founder of LowerMyPayment.com and later Home123 and Alliance Funding.  He has written for various industry publications and has spoken at seminars on effective lead generation methods and building an effective mortgage lead generation program.  He can be reached at 203-858-0369





Except as expressly permitted by Greg Kazmierczak as set forth above, no part of the materials available may be copied, photocopied, translated, reduced to any electronic medium or machine-readable form, or re-transmitted, in whole or in part, FOR COMMERCIAL USE without the prior written consent of author. Any other reproduction in any form without the prior written consent of author is prohibited. 
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Can you provide lead feedback to your lead vendor within one business day?


Yes 	35%


No	65%








Do you have a system in place to re-call your Internet leads months after you had purchased them?


Yes 	72%


No 	28%








Can you track the conversions by lead source and then by loan officer?


Yes 	42%


No	58%








Do you have a program in place that reworks your 90-day or older Internet leads?


Yes 	67%


No	33%








Do you share your success with the 90-day or older leads with your lead source?


Yes 	15%


No 	85%








So with all this information, what do we do to ensure we are making the correct decisions with the next lead vendor?  What are the correct questions to ask before we sign a contract and start receiving leads?  To start with, if you are working with a reputable company, there are no secrets.  Look at lead provider’s website; is their address and phone number posted, or is e-mail the only method of initial communication?  Are they listed with the Secretary of State? Would they entertain a site visit from your company?





Within minutes of the initial call, you can determine if you’re wasting your time or if there’s a promising company on the other end of the phone.  Some of the questions to ask include whether they purchase leads from third parties or sell their leads to third parties after they sell their leads to you.  Either way, this affects you, as the number of competitors calling the same lead just increased by a factor of “X.”  This in itself may not be bad, but how do they know where the leads came from, how fresh they are and how they were generated?  The incentives or special offers these customers were given to complete the lead form also becomes an issue.











“There needs to be a healthy give and take with the lead vendor and mortgage company relationship.”
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“When we go shopping for a new lead provider our previous experiences weigh heavily on our impression of the industry.”






























































































































































