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• Fannie Mae Fraud Trends

• New & Emerging Fraud Schemes

• Automated Underwriting Fraud Risk

• Fannie Mae Data Analytics
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Real estate shoppers get off a tour bus to look at a foreclosed home in Elk 

Grove on Saturday as part of a tour sponsored by two local agents. By the end 

of the tour, two of the 25 potential buyers agreed to make offers on homes. 

There were 10,000 foreclosures in the region last year. 

(Jim Wasserman & Randy Pench, sacbee.com, February 24, 2008)
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Buy One Get One Free
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Distribution of Misrepresentation Findings by Type
Nationwide – 2006 & 2007 Originations

Source: Fannie Mae Loan Reviews Completed as of June 30, 2008
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Tampa, Florida – Excessive Sales Incentives

• Condo conversion in late 
• Large sales incentives of $61K+ 
• Inflated value
• Higher than expected 

delinquency rate in the project.
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Mechanics: Excessive Sales Concessions - Sample 1
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Mechanics: Excessive Sales Concessions - Sample 2
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• Foreign Purchasers and ITINs

• Continued Investment Clubs

• Foreclosure Rescue

• Short Sale Schemes

• Buy & Bail

• Inflated values to relieve distressed borrowers

• Full documentation Frauds

– Return to VOEs, VODs

– Phone banks for fraudulent verification

Other Current / Emerging Trends
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Automated Underwriting Fraud Risk

Pre-Funding Detection Tools:

In response to feedback from our lending partners, 
Fannie Mae embedded Potential Red Flag messages 
into DU® in 2004, as a pre-funding fraud detection tool. 

• Every DU® submission is reviewed for possible red flags.

• Most of the thirteen possible red flag messages are triggered on 

less than 1% of all DU® submissions.  

• Red flag message categories include:

– Occupancy

– Property 

Valuation

– SSN 

Validation

– Other
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DU® Red Flag Message Matrix

Red Flags on the DU® Underwriting Findings Report

Automated Underwriting Fraud Risk
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Understanding and Reacting to the Message

DU® Red Flag Message Matrix

The matrix is currently a six-page document that lists all of the 
potential red flag messages, why each message fires, and 
suggested actions or follow ups.  

The matrix can be found at:

https://www.efanniemae.com/sf/technology/ou/du/pdf/dupotentialred

flagmessagematrix.pdf

Automated Underwriting Fraud Risk

Red Flags on the DU® Underwriting Findings Report
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DU® Red Flag Message Matrix

Automated Underwriting Fraud Risk
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Automated Underwriting Fraud Risk

In 2007, Fannie Mae developed on-line Red Flag 
Messaging Reports to assist lenders, post-funding, in 
managing and monitoring Potential Red Flag messages 
received.

• May help to identify trends that cannot be observed at the loan 
level

• Reviews prior month’s DU® red flag message activity as well as 
summary-level trending of the prior six-months of DU® red flags 

• Allow lenders to compare frequency of red flag message activity 
to all other DU® lenders in aggregate

Post-Funding Fraud Pattern Detection Tools: 



1809/11/08

Lender Report List within Online Reporting

This screen lists the 

different reports that 

the user has access 

to.

Automated Underwriting Fraud Risk
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Red Flag Messaging Report (Collapsed)

Automated Underwriting Fraud Risk
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Automated Underwriting Fraud Risk
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Automated Underwriting Fraud Risk
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Automated Underwriting Fraud Risk

What’s Next:

2009: Fannie Mae will share DU® input by Fannie Mae 
Seller/Servicers’ wholesale partners with the sponsoring 
lender.
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Fannie Mae Data Analytics

• Suspect Transactions
– Valuation Bias

– Occupancy Misrep

– Undisclosed Liabilities

– Identity (e.g. SSN Year-of-Issuance)

• Suspect Individuals
– Appraisal Bias by Loan Officer

– Loan Performance by Loan Officer

• Suspect Markets
– Loan Performance by Zip Code

– Loan Performance by Census Block

– Loan Performance by Condo Project/Development

– Concentrations of Borrowers with Multiple Delinquent, Proximate 
Properties
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