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Corelogic Finds Mortgage Fraud Returning,
Locus Shifting

Could mortgage fraud be coming back? According to Bret Fortenberry,
writing in Corelogic's Insights blog, there are indications the incidence is
rising. Fortenberry says the housing industry professionals agree that
origination fraud peaked between 2005 and 2008, a period that offered
unprecedented opportunities to manipulate the system. The increase
regulation, improved controls, and tightened lending standards that followed
strongly reversed the trend and fraud rates have been very low in the last
several years.

Looking toward 2016 however Fortenberry says that it is likely the loosening
credit guidelines and a recovery of the purchase mortgage market will again
return some of the opportunities and motivation for fraud. One possibility is
that inflated home prices will be used to cover misrepresentation of down
payments.

Figure 1: National Mortgage Application Fraud Index
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Figure 1. The national martgage fraud risk index starting in the QI 2010. Tha green lina is the national fraud index and the
orange line is the linear trend line that shows the index increasing over time. The dashed purple line is a sinusocidal curve that
the index maps to. The dashed blue line for Q@4 2015 through Q2 2076 is the predicted extansion of the oscillation.
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National Average Mortgage Rates

30 Year Fixed Rate Mortgage

Mational Average
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Rate Change Points
Mortgage News Daily
30 Yr. Fixed 7.09% +0.07 0.00
15 Yr. Fixed 6.56% +0.03 0.00
30 Yr. FHA 6.62% +0.07 0.00
30 Yr. Jumbo 7.35% +0.04 0.00
5/1 ARM 7.30% +0.06 0.00
Freddie Mac
30 Yr. Fixed 7.02% -0.42 0.00
15 Yr. Fixed 6.28% -0.48 0.00
Mortgage Bankers Assoc.
30 Yr. Fixed 7.08% -0.10 0.63
15 Yr. Fixed 6.61% +0.01 0.65
30 Yr. FHA 6.89% -0.03 0.94
30 Yr. Jumbo 7.22% -0.09 0.58
5/1 ARM 6.56% -0.04 0.66
Rates as of: 5/17
Recent Housing Data

Value Change

Mortgage Apps May 15 198.1 +0.51%
Building Permits Mar 1.46M -3.95%
Housing Starts Mar 1.32M -13.15%
New Home Sales Mar 693K +4.68%
Pending Home Sales Feb 75.6 +1.75%
Existing Home Sales Feb 3.97M -0.75%

The interest rates provided in this newsletter are national averages from independent data sources. Rate/APR terms may differ from those listed above based on the
creditworthiness of the borrower. All information provided "as is" for informational purposes only, not intended for trading purposes or financial advice.

Read or subscribe to my newsletter online at: http://mortgageratesupdate.com/ericgousios
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Value Change
Corelogic began tracking mortgage fraud risk in the third quarter of 2010. Since tlﬁmggﬁl&ﬁ}mﬁéeshown in FMG 1, f5als +6.25%
oscillated but the trend has been for fraud to increase on a national basis. The green line in Figure 1 represents the national
fraud index and the purple line shows a predictive oscillation path the index has been following.

The last peak in the mortgage fraud index occurred in the first quarter of 2014 with a decreasing trend until the first quarter
of 2015. The index leveled off and then started to climb in the third quarter of 2015, an increase that can be attributed to an
improving job market and continuing low mortgage interest rates. Fortenberry expects both the pattern and the trend to
continue; predicting that the nation is on the bottom cusp of the next period which could peak around the second quarter of
2016, reaching the highest level of risk since 2010.

The increase in mortgage fraud risk is also shifting from historically risky markets to those that have been lower-risk. During
2014, the national fraud risk index decreased overall but in some markets such as Florida, New York, and New Jersey the risk
continued to rise. Those regions have now stabilized at a high-risk level along with Las Vegas, Los Angeles and Chicago which
have been high risk since early 2014. Now there are stirrings of risk in regions that previously had relatively little of it.

Corelogic has produced two heat maps of the 100 largest Core Based Statistical Areas (CBSAs). Thefirst is a snapshot of
fraud risk in the third quarter of 2015 demonstrating the concentration of the highest fraud risk in several Florida
population centers and in the New York/New Jersey region with Las Vegas following slightly behind.
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Geographic Fraud Risk Snapshot - most populous CBSAs
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Figure X Heat maps displaying mortgage frawd risk across in the naticn. The maps display the top 100
CBSAs based on population. The blocks are on a county level and CBSAs containing multiple counties
have the same calor acrass all counties, The first map s a snapshol of the highes! mortgage fraud risk
in Q3 2005, where red areas reprasent the highest risk and dark blue areas represent the

lewest risk. The second map shows the year-over-year change in fraud risk, where red areas
represent the highest increases and dark blue areas represent CBSAs experiencing decreases.

The second heat map shows the year-over-year change in risk. It reveals that the top five growing regions, in descending
order are Wichita, Dayton, Syracuse, Akron, and Springfield, Massachusetts. None of these areas are currently ranked in the
top 30 percent for fraud risk but their risk has increased by 86 percent year over year in Wichita down to 48 percent in
Springfield. They are followed by five other CBSA's where risk has increased by at least 24 percent; Buffalo, McAllen, Texas;
Knoxville, New Haven-Milford, and Oxnard-Ventura. The last two of those already rank in the second tier of riskiest areas at
numbers 15 and 13 respectively so if their current rate of increase continues they can be expected to rank among the top ten
for risk by next year.
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Two-thirds of the U.S. population lives in the top 100 CBSA but Corelogic has found a correlation between rapidly growing
CBSAs and increasing mortgage fraud risk. North Dakota is an interesting example of a lower-risk region that is experiencing
arisein fraud risk. The recent oil boom has brought new businesses and population migration to Williston N.D., the fastest
growing micropolitan (and thus not included in the top 100 CBSAs) area in the state This is contributing to the state's rapid
increase in occupancy fraud and income fraud risk, 175 percent and 550 percent year over year, respectively.
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