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Peter Majthenyi explains how to stop competing
on price—and win more deals!

NP: In today’s competitive environment, the focus always seems to
be on who has the best rate. What'’s th nside for brokers who
position themselves as always having t rate?

PM: The downside is that your product becomes a ity, the same thing every-
body else is selling. In my marketplace, there are 52 gage suppliers so obviously
there’s a lot of redundancy in rates. I tell my clients, “Getting the best rate or matching
the best rate isn’t an issue with so many suppliers out ” But if rate is all 'm offering,
I'm the same as everybody else and I really can’t sell v any mortgages that way. The
bottom line is you have to add value.

NP: Is this focus on rates something new, or
have brokers always been tempted to make
rates the focus of their business?

PM: Ten years ago, brokers could always offer the best
rate because the branch system wasn’t discounting. So you
could sell mortgages based solely on rate. But the market
has changed significantly in the last ten years. Of course,
as brokers we still have discounted rates, but now so do
the banks. They got wise. In my opinion, the banks used
to think clients would stay with them based on routine or
loyalty. They didn’t think they needed to cut their rates. So
brokers with discounted rates from lenders like FirstLine
became significant competitors. But now the banks have
caught on to discounted rates. They realize clients are no
longer staying with them simply out of loyalty. So while ten
years ago it was easier for brokers to sell on rate, today you
have to have a differentiator.

NP: What’s your
differentiator?

PM: The differentia-
tor is that the lender is
only a mortgage suppli-
er. They just supply the
product. What makes
me different is that I'm
a mortgage consultant
and a mortgage manag-
er. I consult with clients
then manage their mort-
gage after closing. Banks
don’t do that. Banks
don’t offer choice. Banks don’t usually get into historical
data, your personal budget, your financial goals and what
you should be considering based on your profile and demo-
graphics. Banks typically supply the mortgage and hope you
don’t shop around so they don’t have to compete.

“Ten years ago

it was easier for
brokers to sell on
rate. Today you
have to have a
differentiator.”

Let’s say you've got a $350,000 mortgage. If you had
$350,000 in your investment portfolio, you’d have a finan-
cial planner. The idea is no different with mortgages. You
need a mortgage planner, someone who plans your strategy
on an ongoing basis until you pay the mortgage off. Banks
don’t do that. And they can’t do it because they have an
agenda to sell a particular mortgage product. But as brokers,
we're a conduit to all the products out there. I always say to
clients who tell me they’re already pre-approved with their
bank, “Well, you're half way up the mountain. Now I'm
going to take you to the top.”

NP: Are clients even aware they need this
advice, or is it an education process?

“What makes me
different is that

I’'m a mortgage
PM: Absolutely, it’s an

consultant and education process. Even
though they need a
a mortgage mortgage planner, often
they don’t know that'’s
manager.” what they need. They

think they’re just sup-

posed to get a good rate.

When clients call, often
the first question they ask is about the rate. I tell them quite
clearly that getting them a great rate won’t be any problem
whatsoever. Then I explain that our process is going to be
90% education. Most of my time will be spent educating
them, drilling down the differences between the mortgages,
and when they're done, they’ll know exactly why they
made the choice they did. They begin to realize that since
this is a 15-20 year investment, they better know what
they’re doing. They certainly don’t get that kind of support
when they go to a bank.

NP: So you do make sure they understand
they’re going to get the best rate?

PM: Absolutely. Please don’t get me wrong. The focus is
not on the rate, but it’s still a component of what we're
doing—a very important component. Getting a mortgage
is about rate, it’s about privileges, it’s about planning, it’s
about being advised now and after closing. It's about lots
of things.

NP: Do clients see advice and education as
part of receiving good service?

PM: 1 don't think educating clients and providing good
advice relates to service at all. Good service is another
commodity in this market. If you don't have good service,
you're not even in the game. Service in this day and age is
a given. If you don't have that, you die.

NP: So if rate is a given and service is a given,
all that’s left is the trusted advisor role?

PM: Exactly.

NP: What happens when everybody starts
becoming a trusted advisor?

PM: I don't think a branch can be a trusted advisor. How
can they do that if they're working for the institution?
The institution is paying their bills and they only have one
product to sell. Branches becoming trusted advisors is an
oxymoron. How can you shop around when there’s only
one store?

On the other hand, if every broker were to become a
trusted advisor, that’s great! That’s what we're hoping for.
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What if the client says ...

I don’t see brokers as my competition at all. My competition
is 100% branches. If someone comes to me and says I've
been to a broker, I say, “Great. Are you happy with their
advice?” If they say, “Ya,” then I say, “Well, what I'm going Client: “What’s your best rate?”
to tell you is going to be redundant. So if you don’t have any

problems with them, you're in good hands.” Broker:

NP: To properly educate clients and become
trusted advisors, do brokers have to make a
real effort to educate themselves too?

PM: Absolutely. That'’s
what The Mortgage
Training Group is all

“How can you be

- about. We provide

a trusted advisor everything brokers need

if you don’t have to know, including how

to access and interpret

the knowledge all the current economic

news. If bonds are going

to give good down, you have to be
able answer, “What's Client: “I'd like to shop around a bit first”

advice?” happening with mort-

gage rates?” Or if Prime Broker:

is going up, “What’s
happening with variable rates?” How can you be a trusted
advisor if you don’'t have the knowledge to give good

advice? Client: “But all | really want is the absolute

NP: What about brokers who say they don’t best rate”
have time to provide all this education and Broker:
advice to clients?

PM: My response would be, “You mean you're earning a
couple of thousand dollars per transaction and you don’t
have time to advise your clients for two or three hours
through the whole course of their mortgage?” I guess bro-
kers who think that way could try to sell on rate instead, but
I don’t think they’d be very successful.

NP: If you were a beginning broker who didn’t _ _
have access to the very best rates, could you Client: “l ended up getting a better rate
still win clients by being a trusted advisor, even |l EE S B

though you're offering a second best rate? Broker:

PM: 1 think so. Maybe not as many, but you’d still win
deals. There are people out there willing to pay a premium
for products based on convenience of the supplier, the sales
approach, the rapport with the supplier. You’ll always have
people who'll drive around to 50 stores to save 50¢, but
there are lots of clients looking for more than price. [






