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Preventing Mortgage Fraud

Take a Closer Look
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Legal disclaimer

The information presented in this presentation is provided “AS IS” for general informational purposes only and is
based on guidelines and practices generally accepted within the mortgage finance industry and is not intended to
be all-inclusive. MGIC makes no representations or warranties of any kind with respect to the accuracy,
completeness or suitability for any purpose of the information contained in this presentation. MGIC expressly
disclaims any and all warranties, express or implied, including without limitation warranties of merchantability and
fithness for a particular purpose regarding these materials and this presentation. In no event will MGIC be liable for
any direct, indirect, incidental, punitive or consequential damages of any kind with respect to the presentation or
materials provided. All examples are hypothetical and are for illustrative purposes only and not for reliance. This
presentation is not intended and should not be interpreted or relied upon as legal or financial advice. We
encourage you to seek advice from a qualified professional. Any opinions expressed in this presentation are solely
those of the presenter and do not necessarily reflect the views and opinions of MGIC.
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In the news!

PRESS RELEASE

New York Men Sentenced for Mortgage Fraud
Scheme Involving Hartford Apartment Buildings

For Immediate Relesse

Former Suffolk County Legislator And Co-
Conspirator Convicted Of Defrauding Mortgage
Lender Qut Of More Than A Quarter Of A Million
Dollars

For Immediate Release

US Am

PRESS RELEASE

Former title agent sentenced to 36 months in prison
for $6.6 million mortgage fraud scheme

For Immadiate Release

US Attorne: Southern District o
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What is it and what are its effects?
Numbers & geography

F d Fraud types, schemes & red flags
I‘a u What are you seeing?

tO pics Steps you can take

Industry alerts

Resources

MORTGAGE GUARANTY
INSURANCE CORPORATION




‘‘Mortgage fraud”
is defined as...

Falsification of any information that is
given in order to receive a mortgage on
real estate property
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FBI definition:

A crime characterized by a
material misstatement,
misrepresentation or
omission in relationto a
mortgage loan, which is
then relied upon by a lender

A lie that influences a
bank’s decision to approve a
loan, accept areduced
payoff amount or agree to
certain repayment terms

MORTGAGE GUARANTY
INSURANCE CORPORATION




Why is
mortgage fraud

awareness
important?
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Damages communities
Leads to riskier lending

Is affiliated with money-laundering
and other criminal behavior

Creates greater losses due to
higher defaults

MORTGAGE GUARANTY
INSURANCE CORPORATION




1iIn123

Mortgage applications estimated
to have indications of fraud in Q2
2024

1in 1M Purchase applications

1in 171 Refinance applications
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+8.3%

Mortgage Application Fraud Risk
Index

Q2 2024
compared to
Q2 2023

MORTGAGE GUARANTY
INSURANCE CORPORATION
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FRAUD FOR HOUSING FRAUD FOR PROFIT
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Fraud for housing
(property)

Primary motivation = own a home

Borrower intends to:
- Occupy home and repay; or
- Help family as front buyer by “co-signing”
* Borrower misrepresents self to own property
Usually involves 1 loan
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Fraud for profit

* Primary motivation =financial gain
* Involves multiple:

- Misrepresentations

- Participants (borrower, loan originator, appraiser,
attorney, closing agent, real estate agent)

- Loans and properties worth significant amounts
of money

* Participants are often paid




Mortgage fraud
risk highlights
by state

Top 10 states with the highest
application fraud risk

New York and Florida retain the top 2 spots,
despite decreases in risk in both states.
Connecticut moved into the top 3, thanks to an
over 7% increase in risk. Maryland, Illinois and
Massachusetts are new to the top 10 for 2023.

State Top 10 Index YOY%

31.49%

12.13%

21.76%

3/6/2025
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Fraud tip
volumes have

stabilized

Fraud tips received Q3 2023 - Q4 2024

2023Q1 2023Q2 2023Q3 2023Q4 2024Q1 2024Q2 2024Q3 2024 Q4




Pop quiz

Top fraud finding

What was the top fraud finding from files
that were investigated by Fannie Mae
from 2020 to 20247

13
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Answers:

a)
b)
c)
d)
e)
f)

Occupancy fraud
Asset fraud
Undisclosed liabilities
Income fraud
Appraisal fraud
Identity fraud

MORTGAGE GUARANTY
INSURANCE CORPORATION




Fraud findings:
Income continues
to be the most
prevalent finding

Percentage based on loans with
mortgage fraud

Investigative findings 2020 - 2023

Income

Occupancy

Liabilities

Credit
Assets
Value |
Property '
Title j

SSN -

0% 5%

3/6/2025
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Affinity

Air loan
Builder bailout
Buy and bail

Double sale

Foreclosure rescue Fraud schemes
Property flip or flop

Reverse occupancy

Short sale

Straw buyer

Synthetic identity

MORTGAGE GUARANTY
INSURANCE CORPORATION



What are

‘“red flags”?

16

Inconsistencies in a loan file

Tip-off file contains
misrepresentations

Not always fraud

Several red flags may signal
a fraudulent transaction

MORTGAGE GUARANTY
INSURANCE CORPORATION
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Fraud scheme - Straw buyer
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Used to disguise true buyer or nature of transaction

Allow someone else to use their credit to obtain

mortgage
May be paid for their involvement; loan is part of a

bigger scheme
Straw buyer

Lender qualifies straw buyer:
- Mortgage loan closes in straw buyer’s name
- Straw buyer doesn’t intend to occupy property

- Straw buyer doesn’t intend to repay mortgage
loan

Mortgage payments are made by another entity
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Straw buyers

* First-time homebuyer with substantial increase
in housing expense

* Income, savings and/or credit history are
inconsistent with applicant’s overall profile

* Unrealistic commute, size or condition of property

* Gift funds used for down payment and/or closing
costs, minimum borrower contribution

* No real estate agent involved (non-arm’s length

transaction)
* Names added/deleted from sales contract or
inconsistent signatures
19 MORTGAGE GUARANTY
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Affinity
Air loan
Builder bailout

Buy and bail

Double sale

Foreclosure rescue
Property flip or flop
Short sale

Synthetic identity

Pick a scheme

MORTGAGE GUARANTY

INSURANCE CORPORATION
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What are you seeing?
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Combat fraud




So... what
canldo?

3/6/2025
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Pop quiz

Combat fraud

Tyas niofmrde
Uedceta

Eb wraae
Reash

24

Answers:

Stay informed
Educate

Be aware
Share

MORTGAGE GUARANTY
INSURANCE CORPORATION
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25

Sharpen your
sleuthing skills

You can make a

difference

MORTGAGE GUARANTY
INSURANCE CORPORATION
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Opportunity
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4 steps to
sharpen your
review skills

27

Focus on problem areas

Acknowledge red flags

Know where to look to verify

Escalate to management
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Top problem area

Avoiding 1003

misrepresentation

Misrepresentation of occupancy

28 MORTGAGE GUARANTY
INSURANCE CORPORATION
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Why occupancy
matters

» Different occupancies have different risks
and different eligibility rules

* Lower risk transactions allow for higher
LTVs and lower interest rates

* Occupancy affects pricing

* Some borrowers are incentivized to
misrepresent their occupancy intention

29

Principal residence

Borrower intends to occupy subject property
as their primary residence

The lowest risk

Second home

Borrower intends to occupy subject property
for part of the year

Higher risk than a principal residence

Investment property

Borrower rents out subject property & does not
intend to occupy

The highest level of risk
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Pop quiz

On the move

Your borrower currently works in the construction
industry for a family-owned company in the state of
GA. His position is listed as “Field Operations
Manager.” The transaction is for a purchase of a new
primary residence in the state of PA.

Employer email explanation: “The borrower will be
able to work remotely after his move to PA.”

Is this sufficient?

30

Answers:
a) Yes
b) No

MORTGAGE GUARANTY
INSURANCE CORPORATION
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Sleuthing skills

Occupancy

review

MORTGAGE GUARANTY
INSURANCE CORPORATION
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Will they occupy
the Florida
condominium?

%9 MORTGAGE GUARANTY
INSURANCE CORPORATION
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Occupancy review

Understand transaction

* 1003 indicates that the current home
will be converted to a rental

* Distance from current primary
residence in Raleigh, NC, to Sarasota,
FL, is 702 miles

* LOE explains that the borrowers will be
retiring and moving to FL

33
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Review property

* Appraisal indicates that the condo
project has a high ratio of rental units

* Subject property isa 1 bedroom, 1 bath
contemporary TURNKEY furnished
beach condo in the highly coveted ABC
Beach Club

* Booking site for ABC Beach Club was
found online

34 MORTGAGE GUARANTY
INSURANCE CORPORATION
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‘Occupancyraview
Review HOI dec page

* |nsured address was borrower’s
current home

 Fair rental income coverage was
noted

e MORTGAGE GUARANTY
INSURANCE CORPORATION
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Did they occupy
the Florida
condominium?

25 MORTGAGE GUARANTY
INSURANCE CORPORATION
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”N .
Fraud scheme FreddieMac
Single-Family

Reverse occupancy

* Borrower buys home as an investment
property

* Rental income is used to help qualify the
borrower for the loan

* Instead of renting, the borrower occupies
the home (or one of its units)

 Borrower does not receive the amount of True Lies: Reigning in Reverse Occupancy

rental income used for loan qualification

37 MORTGAGE GUARANTY
INSURANCE CORPORATION
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Red flags

Reverse occupancy

* Borrower:

- Is afirst-time homebuyer
Has little or no established credit
Has low income
Has a large down payment
Currently lives “rent-free”

* Hazard insurance is for owner-occupied
property

38 MORTGAGE GUARANTY
INSURANCE CORPORATION




PRESS RELEASE

Two Former Employees of New Jersey Mortgage
Lending Business Charged for Roles in Mortgage
Fraud Scheme

According to documents filed in this case and statements made in court:

Gallo and Elmas were previously employed by a New Jersey-based, privately owned licensed residential mortgage lending
business. Gallo was employed as a senior loan officer and Elmas was a mortgage loan officer and Gallo's assistant. From 2018
through October 2023, Gallo and Elmas used their positions to conspire and engage in a fraudulent scheme to falsify loan
origination documents sent to mortgage lenders in New Jersey and elsewhere, including their former employer, to fraudulently
obtain mortgage loans. Gallo and Elmas routinely mislead mortgage lenders about the intended use of properties to fraudulently
secure lower mortgage interest rates. Gallo and Elmas often submitted loan applications falsely stating that the listed borrowers
were the primary residents of certain proprieties when, in fact, those properties were intended to be used as rental or investment
properties.

By fraudulently misleading lenders about the true intended use of the properties, Gallo and Elmas secured and profited from
mortgage loans that were approved at lower interest rates. The conspiracy also included falsifying property records, including
building safety and financial information of prospective borrowers to facilitate mortgage loan approval. Between 2018 through
October 2023, Gallo originated more than $1.4 billion in loans.

The conspiracy to commit bank fraud charge carries a maximum potential penalty of 30 years in prison and a $1 million fine, or
twice the gross gain or loss from the offense, whichever is greatest.

oy = > > "

= a
twice the gross gain or loss from the offense, whichever is greatest.

39

3/6/2025



Lender due diligence

Occupancy

40

Review

Other documentation to validate
address

Insurance policy to confirm if coverage
includes contents, rental loss, or tenant
coverage

Sales contract for intended occupanc
and/or current tenancies

Appraisal for any indication of tenancy

Lease agreements, especially with
primary conversions

Fannie Mae

[€2), auaLITY INSIDER

Getting It Right — Reverification of Occupancy

Minimize risk and originate high-quality loans by
implementing effective processes and procedures during
loan origination and quality control (QC). A strong QC
environment can help lenders detect red flags and uncover
discrepancies during the reverification of occupancy. When
lenders discover discrepancies, they should validate the data
used to determine the borrower’s eligibility was accurate. The
validation can spark insights related to potential gaps across
their internal control environment

Ask yourself:

Are you aware of the associated risks on loans with

inaccurate occupancy status?

Do you have established processes to spot occupancy red
flags during origination and underwriting?

Do you train every person in the manufacturing process on
evolving trends in potential occupancy fraud for housing
and for profit?

Is your QC team well-versed on how to investigate
occupancy red flags?

Occupancy type — why it matters

The Fannie Mae Selling Guide B2-1.1-01, Occupancy Types

describes three types of occupancy and each poses a

different level of risk:

= Principal residence - The subject property will be
occupied by the borrower as their primary residence. This
occupancy type represents the least amount of risk, as
borrowers are less likely to default on a mortgage loan for
the home that they occupy.

« Second home - The subject property will be occupied
by the borrower for some portion of the year, suchasa
summer or vacation home. This occupancy type represents
a higher risk than a principal residence.

Investment - An investment property is owned but not
occupied by the borrower and is rented out to others.
This occupancy type represents the highest level of risk.

As a result of the varying levels of risk, there are different
eligibility rules based on the accupancy type. Lower-risk
transactions often allow for higher loan-to-value ratios and
lower interest rates for the borrower. This cost differential
could potentially incentivize the borrower to misrepresent
an investment property as a primary residence so they

can borrow more at a lower cost. Occupancy risk is one

of the variables that secondary market investors, such as
Fannie Mae, consider when pricing loans. For example,
when a primary residence is discovered to be an investment
property, the higher risk profile can result in financial losses
for the stakeholders.

Reverse occupancy is a type of occupancy misrepresentation
in which the borrower purchases a home as an investment
property and claims rental income to qualify for the
mortgage loan. Instead of renting the home out, the borrower
moves in and occupies it as a primary residence, thereby

not receiving the rental income that was used to qualify for
the mortgage.

A strong QC environment can
help lenders detect red flags and

uncover discrepancies during
the reverification of occupancy.

3/6/2025
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Borrower’s willingness to

Credit

repay a loan

Borrower’s ability to repay based on

The Fou r cs Capacity the amount & stability of income

Borrower’s investment in the
Capital property from savings & other
sources

Property’s value & marketability to
Collateral NIV EELECUEICRECU L ACIALE
loan based on the appraisal

41
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Top problem area

Avoiding credit

misrepresentation

Undisclosed liabilities

42 MORTGAGE GUARANTY
INSURANCE CORPORATION




Pop quiz

Undisclosed auto loan:

Undisclosed auto loans can significantly
increase a borrower debt-to-income ratio.

The average auto loan today has a balance
of $34,000, with a monthly payment of

$_

43
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Answers:

a) $385
b) $428
c) $515
d) $594
e) $623

MORTGAGE GUARANTY
INSURANCE CORPORATION
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Why undisclosed
debt matters

* Undisclosed debt results in calculated
DTl ratio inaccuracy

* Lender isthen unable to evaluate a
borrower’s ability to repay the loan

* Inclusion of the undisclosed debt could
result in the loan failing to meet
guidelines

44

A high percentage of undisclosed debt is for
new auto loans

The average auto loan is $34,000, with a monthly
payment of $594

70% of undisclosed debt is opened more than
14 days before closing

81% of undisclosed debt is reported by all 3 credit
bureaus

An inquiry that can be associated with the new
debt is often present on the credit report
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Sleuthing skills

Credit review

MORTGAGE GUARANTY
INSURANCE CORPORATION
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Credit
review

46

Uniform Residential Loan Application
Verify and complete the inf on this application. If you are applying for this loan with others, each additional Borrower must provide
information as directed by your Lender.

Section 1: Borrower Information.This section asks about your personal information and your income from
employment and other sources, such as retirement, that you want considered to qualify for this loan.

1a. Personal Information

Name (First, Middle, Last, Suffix) Social Security Number 00( - XX - J000(
CANIDI E RADDAWED rolIndmduaJ'TaxeazerJdenn?ncau‘onNumEer)

3a. Property You Own If you are refinancing, list the property you are refinancing FIRST.

Section 3: Financial Information — Real Estate. this section asks you to list all properties you currently own
and what you owe on them. Ido not own any real estate

Address  Street Unit #
City State ZIP Country

i Intended Occupancy: | Monthly Insurance,Taxes, | For 2-4 Unit Primary or Investment Property
Status:Sold, | |nyestment, Primary Association Dues, etc.

Pending Sale, | pesidence, Second ifnot included in Monthly Monthly Rental For LENDER to calculate:
Property Value | or Retained Home, Other Mortgage Payment Income Net Monthly Rental Income
$ $ S )

Current Address

Street 123 Any Street Unit #
City  City State VA [=] 2IP 2 Country
How Long at Current Address? 4 Years Months Housing () No primary housing expense () Own (@ Rent ($ 2500 /month)

MORTGAGE GUARANTY
INSURANCE CORPORATION
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Credit
review

47

Sample Borrower

123 Any Street

City, VA 22222
Your consolidated statement Contact us
For 4/10/20XX Y rstcom

(B44) STRUIST or
(B44) 4878478

1 you are traveling outside of the USA and
Branch Banker or call us ot 844-4TRUIST

bout accessing your account while you are traveling, please contact your

Summary of your accounts

Account Name. Account Number Balance
TRUIST BRIGHT CHECKING 123X000K $14.103.42
TRUIST ONLINE SAVINGS 321XXXX $ 9,509.50
%] Checking and money market savings accounts
TRUIST BRIGHT CHECKING 123XXXX
Account summary
Your previ n f 3/12/20XX 11.147.
Check: -0.00
Other wi debits and service charges $ 3,735.40
Deposits, credits and interest 6,691.82
Your new balance as of 4/10/20XX $14,103.42
Other withdrawals, debits and service charges
AMOUNT

/1 T CARI IASE - KI 64.12
3/18 DEBIT CARD PURCHASE - FOOD LION 212.66
325  DEBIT CARD PURCHASE - MCDONALDS 32.15
4/01 DEBIT CARD PURCHASE — SHELL OIL 75.25
4/04 CONVERTED CHECK - ARC CHECKPYMT AMERICAN ELECTRIC 425.00

et

e
Total other withdrawals, debits and service charges

3,735.40
Deposits, credits and interest
DATE DESCRIPTION AMOUNT
3/22 PAYROLL ANYJOB SAMPLE BORROWER 3,345.91
4/05 PAYROLL ANYJOB SAMPLE BORROWER 3.345.91
Total deposits, credits and interest 6,601.82

Section 5: Declarations. This section asks you specific questions about the property, your funding, and your past

financial history.

Sa. About this Property and Your Money for this Loan

If YES, have you had an ownership interest in another property in the last three years? @NO D) YES

(1)What type of property did you own: primary residence (PR), FHA secondary residence (SR), (5H),
of investment property (IP)?
(2) How did you hold title to the property: by yourself (S), jointly with your spor ot jointly pe
B. Ifthis is a Purchase Transaction: Do you have a family b ffiliation with the seller of the property @NO [)YES
€. Areyou borrowing any money for this real estate transaction (e.g., money for your closing costs or down payment) or
obtaining any money from anather party, such as the seller or realtor, that you have not disclosed on this loan application? | @ NO () YES
If YES, what is the amount of this money? s
D. 1. Have you or will you be applying for 2 martgage loan on another property (no the property securing thisloanlonor | @y 1 yes
before closing this. jon that is not disch thisloan i Q
2. Have you or will you b y new credit (e.g. credit card, etc.) on or beft
is not disclosed on this application? @no ) YEs
E. Will this property be subject to a lien that could take priority over the first mortgage lien, such as a dean energy lien paid @®No [)¥Es

through your property taxes fe.g., Assessed) g

ntor on any debt or loan that is not disclosed on this appl

CINO @ YES

G. Arethere any outstanding judgments against you? @NO [)YES
H. Areyou currently delinquent or in default on a Federal debt? @NO [YES
L Are you a party to a lawsuit in which you potentially have any personal financial liability? @NO D YES
J. Have you conveyed title to any property in lieu of foreclosure in the past 7 years? @®nNo YES
K. Within the past 7 years, have y leted a p le or short sale, y the property was sold to a @no Oves
third party and the Lender agreed to accept less than the outstanding mortgage balance due?
L. Have you had property foreclosed upon in the last 7 years? @NO ) YES
M. Have you declared bankruptcy within the past 7 years? @NO (3YES

IfYES, identify the type(s) of bankruptcy: L] Chapter7 [ Chapter 11 ] Chapter 12 L] Chapter 13

MORTGAGE GUARANTY
INSURANCE CORPORATION
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Lender due diligence

Credit

Review

* Credit reports for discrepancies, omissions,
inquiries & SSN/fraud alerts
Loans with a DTl ratio above a certain threshold,
where an average payment could result in an
ineligible loan
Loans with auto loan inquires for additional

review

Asset statements that might indicate new or
undisclosed debt

Pay stubs for garnishments

48

Additional steps

» Utilize an undisclosed-debt monitoring service to
review for new debt as well as inquiries during the
application process

* Have the borrowers sign a certification addressing
allinquiries & verifying no new debt

* Require that borrowers provide a mortgage
statement for all other properties owned,
including departure residence. Provide
documentation of HOA dues, if applicable

* Pull a new, tri-merged credit report 3 days prior to
closing to identify any new debts or inquiries

MORTGAGE GUARANTY
INSURANCE CORPORATION




Pop quiz

Frozen credit

Your borrower has frozen their account with one
of the credit repositories. No data from that
repository was used in underwriting the file
through DU®.

DU message: Based on credit data received -
borrower has frozen their account with one of the
credit repositories. No data from that repository
was used in underwriting the file.

What is required?

49
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Answers:

The borrower must unfreeze
their account

Lender should independently
verify borrower’s identity

Borrower must sign a credit
affidavit

Lender should review the loan
application and validate
accounts with file
documentation

B&D

MORTGAGE GUARANTY
INSURANCE CORPORATION
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Top problem area

Avoiding income

misrepresentation

Overstated income

50 MORTGAGE GUARANTY
INSURANCE CORPORATION
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Why overstated
income matters

* Qverstated income results in calculated
DTl ratio inaccuracy

* Lender isthen unable to evaluate a
borrower’s ability to repay the loan

* Use of actual income could result in the
loan failing to meet guidelines

51

A high percentage of income miscalculations
were associated with new employment

Misrepresentation of rental income from a
departure property is a trending defect

Borrower not being employed continues to be one
of the significant defects

Child support misrepresentation is being
reported as a finding by both GSEs

Self-employed with unstable earning trends were
masked with improper documentation
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Change in compensation

Beware of
recent
changes

Change in position
Change in employment
Change in pay structure

MORTGAGE GUARANTY
INSURANCE CORPORATION
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Sleuthing skills

Income review

MORTGAGE GUARANTY
INSURANCE CORPORATION
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Pop quiz _

Recent raise: Answers:

a) Yes
b) No

Your borrower is paid on an hourly basis.
They have indicated that they recently
received a raise from $32.00 per hour to
$38.00 per hour.

A written confirmation was obtained from the
employer that the borrower did, in fact,
receive this raise.

Is this sufficient?

54 MORTGAGE GUARANTY
INSURANCE CORPORATION
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Income
review

55

Fannie Mae
Request for Verification of Employment

Privaey At Notia: Tha mfcrrasn 10 e uaad by he dgecy Colectng 1 o1 13 asagraes 1 [P p————]
0 dackmed oo he sgurcy et 8 o gumaned by I You 4o a0 kv 5 otk ndometon. bt your pplicaton for a0geouS 93 8 prompes

e mangagas cr Seisyed o The iedormation reasied o acmarieed b s 30 G2, Chapas 31 18 VA, by 1 USE, Semnom 10N ok ey 8
e e CAE, a4k T HUOTE v Tt 5 UBC. TP o a3 UEC. 93 o e I USOATFrtA

Inwtructions: Lander — Compiets nams | Sicugh 1. Mave apoicant complete iem 8. Forward Girectly 10 amployer named in fam 1.
£y — Fleasa compiem either Part i or Part ki as aogicatie. Comyplese Part IV and returm direcsly 10 lender named i sem 2.
Tha forem i 10 b tranamitied directly to the lender and is 1ot 16 bs irsnamitiad throwgh the spplicent o any other party.

Part | — Roguest
1 To (Name end sadress of smaloyer]

7 From Nama and sddress of lender]
Tru der

Street 555 Loan Lane

Any Town, PA 12345

Any Town, PA 12345

T certify that this venfication has Deen sent Grectly 10 the #mpioyer and has ot passed through tho hands of tha applicant of any other infarested party.
3 Signaturs of Lender 4 Title 5. Date [ 6 Lanaars Number
(Optional

Busy Processor

3456789
Thave applied for 8 morigage koan and atated that | am now or wes formerly employed by you. My signature balow suthorizes verification of thia informaton.
7 Name and Address 0f ApOhCant (inchsde amployes of Badgs umber) 8. Signature of Apphcant

See Attachy

Sample Borrower

Part Il — of Presen!
9. Applicant’s Date of Employmant

1. Probablity of Continused Employment

Borrower Name:  Sample Borrower Employer Name:  Exceptional Employer
Base Pay
Hours
Select to Pay Frequency
Wnclude: [selectiomdrop  Worked
Rate of Pay down) Week
$ 38.00 Hourly (H) 40.00
Date Paid
Date From: Through: Total Earnings: _ # of Months: Monthly Earings: % Change:
YID 2024 | 1/1/2024 6/15/2024 | § 31,251.00 5.50 $ 5,682.00 +1.77%
vear 2023 | 1/1/203 | 12/3172023 | § 67,00000| 1200 § 5,583.33 +2.29%
Year 2022 | 1/1/2022 12/31/2022 | $ 65,500.00 12.00 $ 5,458.33 -
| Qualitying Base ay: B 5,550.88 |

sistant Good
Basa Pay (Enter Amount and Check Period) 13. For Military Personnel Ondy 'R @ or Borus ‘
Annust “ Houly Pay Grade. is 115 Contimuance Liceh
% Monttiy Other (Soecity) Type Monthly Amaunt Overtime y., No
s Waekly = p Bonus CYe EiNo
128 Gross Eamings w T5. If paid howrly — average hours per
Tree Yew To Date s wesk 40
16, Date of sppicants roxt pay incresse
Base Pay s
= 1
Overume ' | 17. Projected amount of nexi pay increase
Commissions 0 |18 Date of sppiicant’s 1ast pay incrosse
5/01/2024
- 1 202
Bonus + i i Combat § 19. Amount of last pay increase
o | Vaable Housing 8 ¢
Tots! ¢ 3125100 | ¢ 67.00000 | ¢65500.00 | Asowance & s i

20 Remarks (11 employee was off work for any length of time, please indicate ime period and reason)

Part Il — of Pravious E

20 Date Harnd 23 Salary/Wage #1 Termmation Per (Vew] (Manth) (Wees]

2. Date Terminated [ — Commasions Bonus
24. Raasan for Leaving

25 possion s
1
|

o criminal sennhvance

l’un WV — Amﬁonud Slqnllllrl Feceral statutes provide severe. for any fraud, intentional misr: wation,
the issuance VR Sacraay, the U.S DA, FrA/FHA

penattes
conspiracy of any guaranty or insurance by tha
e BP0 R B Searvary:

:2~ ura ofle °Domzlcl

29 Print o Tvoe nama waned in item 26
Laura McDonald

2. Tatie (Piessa prict or typal 28 Daw

Vice Pres

Fannie Mas
Form 1005 Julv 96
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Fannie Mae
Request for Verification of Employment

Pevgay s Wi T ifematn 10 e o0y ha dgoncy colecario .t sigraes you quaidy e e
ot s cackosed ouwits the sgwncy st o reaed v . You do ct s b ok i iomaton, bt vou

vour spplecation fes
v mongagor o rry e detsyed o rected Tha indarmation. repuasted 17 & satarioed by T 3, USC. Cropas 37 1 VALY, by 12 USC, Seceem 01 1. soa 11
e o 4 GBE. Sami HESS 1 HUIOTEPDI; and T &2 USC. 147 m. sea. o 7 UBE. 1821 . e T US0A A

Iraetons  Landet — 1 through 7. wmoloyer named in liem |
torer - P s sk Pt | ¢ art 1 o sokebl. Corios Par IV et Genct 1 et sered n .
T orm 1 b0 e trmamieid ety 1 the ersde and 1 1 3 48 \emsmines reuth e

Part | — Roquost
1T (Name #nd sddress of employer] 2. From (Name and address of lender)
Exceptional Employer Trusted Lender
123 Main Commerce Street 555 Loan Lane
Any Town, PA 12345 Any Town, PA 12345

1 certify that this verification has been sent directly 10 the empioyer and has not passed through the hancs of the applcant or any othar interested party

3 Signatare of Lander < T 5 Daw T8 Lender's Number
|~ iootonat
Busy Processor g ]
v Oehai2024 123456789

T have aopied for a morigage loan and stated that | m now of was formerly employed by you. My signature below Suthorites verfication of this information.
7 Name and Address of ADDKCANT (Inchudn ampioyes of D3dge number B Signature of Appkcant

See Attached

Sample Borower

Part 1l — Verification of Present Employment
9. Appicant & Date of Emgloyment 10, Present Position 1. Probabiiity of Continusd Employment
L ) Executive Ass) Good
124 Currert Gross Base Pay (Emer Amount and Check Peried) 13. For Military Personnel Only 141 O o B . nie,
Annual ¥ Hourly Pay Grade Is Its Continuance Likely”
" Manthiy Other (Specity) Type Monthly Amount Crartime Yes No
38,00 ok Bonus. [ Yes © Ne
— i Base P s e
12B. Groas Earnings . 15. W paid hourly — average hours per
Type Year To Date | Past Year 2023 | Past Year 2022 | Rations s wask 140
1 e T8 Date of Sppicant naxt pay Incresse
assepay | | s 67.00000 | 48550000 | wazaes s
1 Clothing [
Overume & M § | 17. Projected amount of next pay mcrease
Quaners 4
Commissions | § s s Pro Pay 3 | 18. Date of applicant's last pay ncroase
510172024
3 - 05/01/2024
Bonus i 4 ‘ ‘Combat 4 19. Amount of last pay increase
= Varbie Hous
Tewl 3125100 |5 67.00000 | 46550000 | Adowsnce | s $00 pac not
20 Remarks (If employes was off work for any length of time, piase indicate time period 8nd reason)

ent
23 Salary/Wage 91 Termnation Per (Year) (Month) (Wesk)

22 Owe Terminatod Base Oventima Commasions Borus

24, Raason for Leaving 25. Pasition Held

hn v - Amﬂud Signature - Feders! statutes provide severe penaities for any fraud, intentional misrepresentation connivance
infgoncs he ssuance of sy GusranTy o miurance by the VA Secreiany. the U.S.D.A, FmNA!FHACnrn-n-u

conspirscy
e ML) RO Aduitant

27 Tite (Piaaca print o1 typal 2 Dame
Vice President e aionod
3. Phane No.
Laura McDonaid
Fannia Mae

Form 1006 Julv 96

Gift Letter

Laura McDonald  hereby certify tha

20000 Sample Borrower

123 Happy Trails

for the premises located ar

on 125124

I/We certify that this is a bona fide gift and there is no obligation, expressed or implied, to repay this sum in cash
or other services of any kind now or in the future.

1/We understand that this gift will require documentation, including proof |/We have given the gift from the
account listed below, and proof that the funds have been received by the applicant or the applicant’s attorney
prior to settlement.

THE LENDER may confirm that the funds came from the account listed below:

Name of Depositary or other Source: DepDS!lory

Address of Same:
#1230947589

Account Number:

|/We Certify that the funds given to the applicant were not made available to the donor fram any person or entity
with an interest in the sale of the property including the seller, real estate agent, builder, loan officer, or any entity
associated with them.

12345 Main Street

MORTGAGE GUARANTY
INSURANCE CORPORATION
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Fannie Mae

Request for Verification of Employment

Privacy Act Notice: This ilormation s 10 ba ad by the Sgency colecting It of 3 asssgrass in o s o undes its progrem. It wil
ot b dacctad s e sgency escet o0 8y . You o o b 3 ke i

et n vour spplication for aggrovsl 28 8 prozpec
e mangagos or may b delayed or o reroasiod i nameraed by Tii 8. USC. Chaga 31 8 VAY by 12 USC, Seceon 1701 . oo 18
e oy 4GB Sarian 1055 8 HUDICPDY, sl Tie 2 USC. W71 . sen o7 UBC. 121 . e i SOk Fra

Testens Lanta: - Comprm i 1 g vt Sppttam gl e & Ard sty 12 mploy el b e
- compier either Part i or Part ki as aogiicaie. Complete Part IV and retum direcsly 10 lender named i sem 2.
i Torm it v b anmitiod Gircti 1o he e snd 8 261 1058 Iekni180 Thegh the 49PNt o1 Sy Ot PATTY.

Part | — Roguest
1. To m-m--!m-.. of employer)
Exceptional Em

123 Man Commorea Si

Any Town, PA 12345

2. From (Name and address of lender

Any Town, PA 12345

1 certify that thas verification has been sent directly 10 the smpioyer and has not passed through tho hands of tha applicant of any othar intarested party.

3 Signaturs of Lender < e 5 Date & Loncer's Number
Optional
Busy Processor Etip—
! 06/18:2024 ‘ 123456789

Thave appiied for @ morigage Kan and atated That | m now o was formerly empkoyed by you. My signature below 8UThorizes verfication of thia INformaton.
7 Nama ana Adaress 0f ApDICAnt (InChide smpioyes or Badge numbern B Signature of Apglicant

See Attached

Sample Borrower

Part Il — if of Presen!
9. Applicant’s Date of Employmant 10. Pressnt Positon

1. Probablity of Continused Employment

05/06/2020

Deposits, credit and interest

e e e pu DESCAIPTION AMOUNT
Annual ¥ Hourly Pay Geade Is Its Continuance Liely?
300 et flaifeeh 2 Morethy At Froal S e 4/01 EXCEPTIONAL EMPLOYER DIRECT DEPOSIT $4215.46
T ol I K [T W oy o s ‘

Tiow Veor ToDste | Powt Vew 023 | Post Yase 2022 | Ravors 0 40

e g + B7.00000 | 46550000 | Fishte & | ool e J 3 X

— 1P ‘ - | — EACEPTONALENPLOYER,DIRECTDEROSI 12154
o ¥ - EXCEPTIONAL EMPLOYER DIRECT DEPOSIT $4215.46

Commissions | § s s :::L . 0 T D O tokcarts o ey o

Bonus + i i Combat § 18. Amount of last pay increase

Tous! + 3125100 | 5 67.00000 | 46550000 | Aowamce 2| s $6.00 per hour

20 Remarks (11 employee was off work for any length of time, please indicate ime period and reason)

Part Il — ion of Previous Empl
21 Date Huwd 23 Salary/Wage 91 Termnation Per (Year) (Manthl (Week)
22 Date Terminates [ p— Commissions Bonus

24 Raason for Leaving [ 25. Possion Hu
|
1

l’un WV — Amr!ud Slgmluu Federsl statutes provide severe pensities
the issuance of any guaranty or insurance by tha VA
e PIUB/CPO. Adsmant § Souvu

?aata e °Dt:m.a.ld

25 Print of Tvoe nama waned in Item 28 30 Prora No.
Laura McDonald

for any fraud, intentional misn clan, or orimioel connhvance
Sacraiary, the U.S.0 A, FmHA/PHA

2. Tatie (Piessa prict or typal 28 Daw

Vice President DRI282004

Fannie Mas
Form 1005 Julv 96
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Lender due diligence

Income

Review

* Address & SSN; cross-verify with other
documentation
Consistency in employment indicated on
credit report as well as social media sources,
such as LinkedIn

Consistency in font type/size and alignment
of decimals

Rounded numbers & typos

Incorrect totals, balances & deductions
Asset documents for direct deposit amounts

58

Additional steps

Verify directly with the employer that the
borrower is able to work remotely with no
change to role orincome

Re-verify any employment changes or new
employment contracts

Independently obtain telephone numbers
before conducting reverification or VVOE as
close to closing as possible

Execute IRS Form 4506-C

Consider use of automated risk and
data-screening tools

MORTGAGE GUARANTY
INSURANCE CORPORATION
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Pop quiz _

Answers:

Growing fraud trend: a) Verification of income from

fabricated employers
b) Income inflated by a new,

Which of the following has been reported by high-wage job after
CorelLogic as a current 2024 trend in income previously being self-
falsification? employed

c) Altered employment
verifications

d) Falsified public records
involving child support

59 MORTGAGE GUARANTY
INSURANCE CORPORATION
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Top problem area

Avoiding asset

misrepresentation

Improper sourcing of large deposits

60 MORTGAGE GUARANTY
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Why sourcing of
assets matters

* We rely on bank statements to tell the
borrower’s financial story

* Funds that are sourced and seasoned
demonstrate the borrower’s ability to pay
the down payment & closing costs

* Inclusion of unsourced funds could result
in the loan failing to meet guidelines

61

Gift funds are prevalent in many
fraud schemes

Undocumented large deposits can be an
indication of undisclosed debts

Large, undocumented deposits can
be a sign of illegal activity




Pop quiz

What is asset rental?

Asset rental is a type of fraud scheme
characterized by...

62
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Answers:

a)

b)

A rental lease that requires an
exorbitant security deposit

Fabricated asset
documentation using bank
statements of assets owned by
another individual

Equipment that is leased to
others requiring upfront fees

Borrowers “renting” money and
not disclosing that the funds
must be paid back

MORTGAGE GUARANTY
INSURANCE CORPORATION
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PRESS RELEASE

Federal Jury Convicts Former Baltimore City State’s -
S p—

Attorney Marilyn Mosby ,‘ N . ”WWI "'- i"

A

Tuesday, February 6, 2024 For Immediate Release

U.S. Attorney’s Office, District of Maryland

“Ms. Mosby's conduct undermines the confidence the public deserves to have in their government officials," said Acting Special
Agent in Charge R. Joseph Rothrock of the FBI's Baltimore Field Office. "The jury’s decision holds Ms. Mosby accountable for
disregarding the laws she swore to uphold. The FBI works diligently to ensure that anyone who engages in fraud and corruption
will be held accountable for their bad acts.”

According to the evidence presented at trial, in February 2021, Mosby made a false statement in an application for a $428,400
mortgage to purchase a condominium in Long Boat Key, Florida. As part of the application, Mosby falsely stated that she had
received a $5,000 gift from her husband to be applied to the purchase of the property. According to the evidence presented at
trial, Mosby made this statement in order to secure a lower interest rate. According to the evidence presented at trial, Mosby did
not receive a $5,000 gift from her husband, but rather transferred $5,000 to him, and he then transferred the $5,000 back to her.

Mosby faces a maximum of 30 years in federal prison for making a false mortgage application.

63
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Lender due diligence

Assets

Review

* Financial institution statement layout & logo
for accuracy
Consistency in font type/size and alignment
of decimals

Rounded numbers & typos

Incorrect totals & balances

Pay stubs for direct deposit amounts
Ending balances and date ranges from prior
statements

64

Additional steps

* Contact the financial institution directly to
confirm the authenticity of the statement

* Re-verify with the account holder that the
account number corresponds to the
individual

* Request acompleted VOD

* Consider use of automated risk and
data-screening tools

* Define a clear escalation path

MORTGAGE GUARANTY
INSURANCE CORPORATION
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Top problem area

Avoiding appraisal

misrepresentation

Report completed by unlicensed individual

65 MORTGAGE GUARANTY
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Why insuring the
authenticity of an
appraiser matters

* The lender is responsible for ensuring that
the subject property provides adequate
collateral for the mortgage

* Appraisal fraud occurs when a home is
given a value below or above its appropriate
market value

66

Appraisal fraud can lead to financial losses once
the true value of the property is revealed

Appraisal fraud erodes trust within the real
estate ecosystem

Widespread appraisal fraud can contribute
to market instability
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Fannie
Mae

67

Fannie Mae'
Appraiser Identity Theft

Fannie Mae’s Mortgage Fraud Investigations (MFI) team alerts the industry to potential and active
mortgage fraud scenarios.

Fannie Mae has identified a significant number of loans involving appraisals that were completed F RAU D
by an unlicensed appraiser unlawfully using the identities of other actively licensed appraisers. AL E RT
The identified loans were originated between 2021-2023. There is no evidence that the appraisers
whose identities were used were aware of or involved in the activity.

Red Flags:
0 The unlicensed appraiser’s name and signature are not found in any capacity within the appraisals (or loan
files).

0 The company name, phone number, and address listed under “contact information” on page six of[Form 1004]
will be different from that of the licensed appraiser.

0 Email contact information reflects a name other than the name of the appraiser who is listed as having
performed the appraisal.

0 The signatures of the “victim” appraisers appear forged and/or cut and pasted to the identified appraisals.
0 Appraisal fees for the appraisals were paid with proceeds going directly to the mailing address of the
unlicensed appraiser, not to the address of the purported appraisers.
What can lendersdo?

0 Perform thorough due diligence when retaining services of appraisers and other outside vendors.

0 Utilize all available public records and licensing agencies in determining the validity of third-party
documentation (including addresses) within loan files.

If suspicion of fraud exists

0 Follow established policies and procedures within your organization and the|Fannie Mae Selling Guidg]
0 Complete and submit the[Suspected Mortgage Fraud Report|on the|Mortgage Fraud Prevention web page

More general steps lenders can take to detect and prevent fraud

0 Know your third-party originators/brokers
Be “fraud smart” by educating your staff
Establish a zero-tolerance fraud policy

If the loan doesn’t make sense, don’tdo it!

0

i

0 Share information within your organization

0

0 Report any suspicious activity through established channels

Watch for further “Fraud Alerts” and potential updatesto thisfraud alert by monitoring the
[Mortgage Fraud Prevention web gagei

©2024Fannie Mae  1.4.2024 Pagelofl

Appraiser Identity Theft
(January 2024)

This alert involves a significant number
of loans with appraisals that were
completed by an unlicensed appraiser
unlawfully using the identities of other

actively licensed appraisers.

Learn more >

MORTGAGE GUARANTY
INSURANCE CORPORATION




Pop quiz

Streamline appraisal
review

True or false?

If the appraisal has received a score of 2.5 or
lower from Fannie Mae’s Collateral
Underwriter®, then the lender does not need to
review the appraisal report.

68

Answers:

a) True
b) False

MORTGAGE GUARANTY
INSURANCE CORPORATION
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Value
Acceptance
+ Property
Data &

ACE + PDR

69

(&) Fannie Mae

Value
Acceptance +
Property Data
Fact Sheet

Value acceptance + property data extends
value acceptance (appraisal waiver)
benefits to more borrowers while
identifying current subject property
characteristics including condition.

Value Acceptance Steps

. Lender receives value acceptance +
property data offer from Desktop
Underwriter (DU)

. Lender arranges for property
data collection

. Lenderor service provider submits the
results to Fannie Mae's Property Data
Application Programming Interface (API)

4. Lender resubmits loan to DU

*See flowchart on page 4 for more details.

Resources

* Valu

= Uniform Property Dataset web page
+ Selling Guide topics:
= B4-1,1-02, Lender Responsibilities

= B4-1.4-11,Value Acceptance +
Property Data

= A2-4.1-01, Establishing Loan Files
= B4-1.2-03, Hybrid Appraisals

3/6/2025

Benefits

Reduces origination cycle time and may reduce borrower costs
Promotes safety / dness by obtaining it ob: tion of
the subject property

Provides operational simplicity and certainty at application

Note: Fannie i that value (appraisal

loans sold to us saved mortgage barrowers over $2.1 billion in 2020-2022.*

What lenders can expect

+ Lenders can expect to see a reduction in value acceptance {appraisal

waiver) offers.

+ The percentage of loans receiving value acceptance or value
acceptance + property data offers will exceed the original value
acceptance percentage for most lenders.

Exercising value acceptance + property data
Alender may only exercise value acceptance + property data when

+ the final submission of the loan casefile to DU resulted in an eligibility
message for value acceptance + property data,

property data collection is submitted to the Property Data API prior
to the note date,

+ an appraisalis not obtained for the transaction, and

+ the offer is not more than four months old on the date of the note
and mortgage.

If the value acceptance + property data offer s lost due to changes in
qualifying loan characteristics after the property data was obtained, in
some cases it may be possible for the lender to the submit the property
data to an appraiser to perform a hybrid appraisal assignment, See
Selling Guide B4-1.2-03, Hybrid Appraisals for specific requirements.
Alternatively, the lender may obtain a desktop or traditional appraisal
report as specified by DU.

December.

February 2024 | 1

Loan Product Advisor® f

Freddie

Assessment Summary

MARY FREDDE 2 $113,7000¢ 3290%

MORTGAGE GUARANTY
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Pop quiz

Property Data Collector
Independence
Requirements (PDCIR)

Who is NOT considered to be a “Restricted
Party” and therefore not prohibited from
having any involvement in the operations of
the lender’s property data collection
functions?

70

Answers:

a) Sales production manager
b) Loan originator

c) Selling agent

d) Listing agent

e) Lender’sin-house appraiser

MORTGAGE GUARANTY
INSURANCE CORPORATION
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Lender due diligence

Appraisal

Review
Appraisals with high-risk characteristics (high
LTVs, valuation flags, high risk scores)
Accuracy of the data obtained
Appropriateness of comparables selection
due to location, site or physical

characteristics

Comparables for inadequate adjustments or
failure to adjust
Compliance to AIR, UAD, PDCIR & ROV

71

Additional steps

» Utilize Collateral Underwriter® or Loan
Collateral Advisor® in your review

» Utilize third-party tools to identify areas of
inaccuracy

* Prescribe corrective actions for defects
identified

* QObtain desk review or field review

» Escalate appraisal reports found to contain
unresolved unacceptable appraisal
practices

MORTGAGE GUARANTY
INSURANCE CORPORATION
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Maintain a zero-tolerance fraud policy for all
employees, third-party lenders & vendors

Perform an overall assessment of the file,
taking into consideration the transaction at
hand to ensure the loan makes sense

Address all discrepancies

Carefully scrutinize documentation received
to resolve discrepancies

Track findings and look for patterns

Escalate unresolved findings to
management for further investigation

Report fraud once confirmed

MORTGAGE GUARANTY
INSURANCE CORPORATION
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Industry alerts

Be aware of
current trends

73 MORTGAGE GUARANTY
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Freddie
Mac

74

True Lies: The Lies Caught Up With Her

Liars will go to great lengths to deny
wrongdoing. So what do you do when
someone vehemently claims innocence, yet
your suspicions remain?

FRAUDCAST

1 [ 1

Fraudcast Episode 2: Investigating
Suspicious IRS Transcripts

Even with trusted sources like tax returns, what
you see isn't always what you get.

Fraud Prevention and Best Practices

Be aware of these types of scams and schemes.

MORTGAGE GUARANTY
INSURANCE CORPORATION
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Fannie Mae

QUALITY INSIDER

"

Learn more about mortgage fraud

ﬁ‘-<

Anti-fraud Anti-fraud partnership training series Understand Top Defects to Help Strengthen
rl Loan Quality
. Our anti-fraud training tuterials offer preventative
° partnership EALEan: B o ——
L = measures to keep your team informed and able to quality i i
tralnlng series detect and prevent fraud. The tutorials can support s you s thisinboomation 2k pourself;
existing policies, processes, and procedures and ’ i ! ities for yo anyour QC team get ahead
) information to enhance your discretionary/targeted of the trending defects? Develop training to prevent these
Types of encourage new and more effective approaches. fingi d post-closi defects from occuring.
a e morteage f raud o (G e + Is your staff aware of the risks being identified in the
gage frau o Affinity Fraud Tutorial e ith Fani industry ofthe same challenges
e Basics of Mortgage Fraud Tutorial e ; i e it "'P‘"“mym
External * Foreclosure Rescue Fraud Tutorial i . A o R e o
E a d
 |dentifying Sovereign Citizen Mortgage Fraud
resources .
Tutorial Belowr sre 10 initiat® signi 202
¢ Investment Club & Ponzi Schemes Fraud
& Defect Catsgory
W gprisal

Tutorial

et Nt Prupary Caiculded |

e -
Multifamily Mortgage Fraud Tutorial W Liis

tamact o Cato s B o and iy

& Property Flipping Schemes Fraud Tutorial - o sy
* Reverse Mortgage Fraud Tutorial "';;EZ:;T‘.;E"E ————

o Short Sale Fraud Tutorial Incaect e e

* Silent Second Loan Fraud Tutorial -

G ocsrmartaton v

Straw Buyers Tutorial

75 MORTGAGE GUARANTY
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FEDERAL HOUSING FINANCE AGENCY

ABOUT POLICY & PROGRAMS DATA & RESEARCH RESOURCES

For Individuals Working in the Mortgage Industry,
Be Alert:

NEWS

FHFA encourages individuals working in the mortgage industry to be alert to possible fraud schemes such as:

I e d e ra l o Appraisal fraud by individuals misusing flexible appraisal alternatives;
* Application fraud by individuals exploiting borrower employment verification flexibility;

o Forbearance and foreclosure-rescue related fraud;

o
e Fraud related to property inspection and maintenance for delinquent properties; and
o Possible misappropriation of escrow funds.

Report Possible Fraud:

(]
In addition to regulatory and contractual reporting requirements, individuals involved in the mortgage industry should
report possible mortgage fraud to FHFA’s Office of Inspector General online” or at 800-793-7724.

Fannie Mae and Freddie Mac have posted additional fraud-prevention resources for individuals in the mortgage industry

A e n c that are available online from:
¢ Fannie Mae - Mortgage Fraud Prevention

o Freddie Mac - Client Resource Center

Page Last Updated: November 1, 2023

How Can We Help You Want to Subscribe?

Leave a comment

Email Address

3/6/2025

Contact Us Trouble With Your Mortgage? _

Submit

6Oy oM

76
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Corelogic
Annual
Mortgage
Fraud
Report

77

National Fraud Trends

National Mortgage Fraud Index

Risk Overview

High interest rates resulted in a second year of depressed
mortgage loan levels, with 2023 Q2 application volume down 32%
year-over-year. MBA's August 2023 Finance Forecast estimates
closed loan originations are down 39%. Refinance volume
decreased by 45% compared to a 27% decrease for purchases.

To analyze the national index, we trend the risk levels and volumes
of distinguishing loan segments. Year-over-year the overall index
was fairly stable, but there were interesting changes within the
distinguishing segments.

+ Purchase transactions as a share of overall volume have grown
from 70% in Q2 2022 to 76% in Q2 2023. Purchase segments
showed higher risk than refinances.

« There was a volume shift from conforming purchases (down 24%)
to FHA purchases (up 14%). Both segments showed small risk
decreases year-over-year, but risk levels are consistently 20%
higher for FHA purchases. FHA purchase applications hod a large
increase in volume (over 40%) from Q1to Q2 2023.

+ Segments with increasing risk since Q2 2022 include 2- to 4-unit
purchases (up 23%), 2- to 4-unit refinances (up 20%), jumbo
refinances (up 7%), and jumbo purchases (up 3%).

Purchase/Refinance Mix

i00%
90%
0%
70%
60%
50%
40%
30%
20%
10%

0%
BEPSSEBIUOE3SEREREPE8ERRER
c88gs58cBb80B808bBob00888888
ER"RSRIUYRRRARRRENIRRNRRE"RSER vs Fraud Tags

mPurchase % = Refinance %

National Fraud Index

" lid
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Help is available
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Fraud prevention resources

Consumer Financial Protection Bureau - Fraud and Scams

Federal Bureau of Investigation — Financial Institution/Mortgage Fraud
Federal Trade Commission — Home Loans

Fannie Mae - Mortgage Fraud Prevention

Freddie Mac - Fraud Prevention

Department of Housing and Urban Development - Prevent Loan Scams

For existing mortgages — Contact your mortgage services provider
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Help stop fraud

Report findings

MORTGAGE GUARANTY
INSURANCE CORPORATION
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Why should | get involved?
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Reporting
mortgage fraud

Federal Trade Commission (FTC) Federal Housing Finance Agency (FHFA)
(877) FTC-HELP 1-800-793-7724

Fannie Mae Freddie

Federal Bureau of Investigation (FBI)
1-800-CALLFBI
https://tips.fbi.gov

Fannie Mae Freddie Mac
1-800-232-6643 1-800-4FRAUDS8
82 MORTGAGE GUARANTY
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Pop quiz

What is the timeframe
to complete a SAR?

Financial institutions should prepare and file
a Suspicious Activity Report (SAR) with the
Financial Crimes Enforcement Network
(FInCEN) within calendar days of initial
detection.

83

Answers
a) 15
b) 30
c) 45
d) 60
e) 90

MORTGAGE GUARANTY
INSURANCE CORPORATION
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Let us
earn your
business

84

Obtain an MI quote
mgic.com/MIQ

Contact your MGIC account manager
mgic.com/contact

Sign up for special training events
mgic.com/training
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Thanks for
teaming up
with us!

85

Obtain an MI quote
mgic.com/MIQ

Contact your MGIC account manager
mgic.com/contact

Sign up for special training events
mgic.com/training




