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Mortgage Industry Fraud

Random Finding Rate Index by Acquisition Period
1.00 = 2003 Finding Rate
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Mortgage Industry Fraud

Random Misrepresentation Index by Acquisition Period
1.00 = 2003 Core Business Misrepresentation Rate
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Factors Fueling Mortgage Fraud Risk

• Technology

• Consumer & Business Awareness

• Risk-Reward Calculation
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Source:  Fannie Mae Loan Reviews
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Mortgage Industry Fraud By Region
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“Hot” Mortgage Fraud Areas

Reviews of loans originated in 2006-2007
Listed by first three zip code digits, representative city and most common misrep findings

Data through January 2008Source:  Fannie Mae Loan Reviews

1. 554 - Minneapolis, MN Credit & SSN
2. 303 - Atlanta, GA Credit & Income
3. 482 - Detroit, MI Credit & Property/Value
4. 381 - Memphis, TN Income & Assets
5. 551 - St. Paul, MN Credit & SSN
6. 330 - Pompano Beach, FL Income & Credit
7. 331 - Miami, FL Income & Assets
8. 481 - Dearborn, MI Credit & Income
9. 339 - Fort Myers, FL Credit & Occupancy
10. 631 - St. Louis, MO Property/Value & Occupancy

Top ten zip code areas represent 25 percent of US fraudulent loans.



9

Property & Appraisal Fraud Issues

• Scams & Patterns
Builder Bailouts
Developer Bailouts
Property Flips
Cash-Out Refinances
Investment Clubs

• Issues & Methods
Appraiser Identity Theft
Fabricated Data
Concealed Data
Superior Comps
Interested Party Contributions
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Local Fraud Schemes

Developer Property Flipping & Forgery/Straw Buyers - 123 loans @ $15.5 million

• Same appraiser; borrowers from out of state;  varying signatures

• Disbursements to parties not on sales contract

Property Flipping & Income Fraud - 112 loans @ $10 million

• DU messages; verification documents were clearly fabricated

SSN/Identity Fraud - 684 loans @ $123.4 million

• Files contained credit and QC reports with clear indications that SSNs were invalid.

Value/Appraisal Fraud - 771 loans @ $113 million

• Same appraiser;  appraiser clearly fabricated comparable sales prices

SSN/Identity Fraud - 10 loans @ $1.7 million

• Credit reports indicated SSNs were invalid;  SSA verifications were fabricated 

Source:  Fannie Mae Loan Reviews
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Best Anti-Fraud Practices

Know business partners

Employ technology skillfully

Understand common & emerging fraud schemes

Fully integrate QC into business strategy

Share and report suspicious information
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Mortgage Fraud Risk – 2008
Based on Layering of Delinquency & Home Price Trends

Very High

High

Moderately High

Moderate Sources:  OFHEO (HPI)  and MBA (National Delinquency Survey)
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• Desktop Underwriter ® Messaging

• To Report Possible Fraud to Fannie Mae:
• 1-800-7FANNIE 
• fraud_tips@fanniemae.com

• Mortgage Fraud Information:
• eFannieMae.com

Anti-Fraud Assistance/Tools
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Industry Partner Mortgage Fraud Website
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Report Mortgage Fraud

Red Flags & 
Educational 

Tools

eFannieMae.com
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eFannieMae.com

Educational 
Tools

Monthly 
Newsletter
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Monthly Newsletter
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Monthly Newsletter
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