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Fraud Risk Continues Upward Trend National Average Mortgage Rates

Jumbo refinances led the way as mortgage fraud risk posted another gain in
the second quarter of 2017. Corelogic reports that overall risk, as measured
by its Mortgage Application Fraud Risk Index, was up 16.9 percent from the
second quarter of 2016. The company estimates 13,404 mortgage
applications contained indications of fraud, an 0.82 percent incidence,
compared to 12,718 applications or 0.70 percent a year earlier.

Corelogic's Mortgage Fraud Report analyzes the collective level of loan
application fraud risk the mortgage industry is experiencing each quarter.
The report looks at detailed data for six fraud type indicators that
complement the national index: identity, income, occupancy, property, Rate  Change  Points
transaction, and undisclosed real estate debt.

Mortgage News Daily

The company said the continued shift from a refinance heavy market to one 30 Yr. Fixed 7.41% -0.10 0.00
in which purchase mortgages predominate is a key factor in the national 15 Yr. Fixed 6.84% -0.06 0.00
increase. Purchase applications have a higher risk because of the stronger 30 Yr. FHA 6.88% -0.11 0.00
motl.vatlons and.lncreased oppf)rtunltles for fraud as well as the numbers of 30 Yr. Jumbo 7.60% 007 0.00
parties engaged in the transaction.
5/1 ARM 7.50% -0.05 0.00
A second factor was the increase from 5.0 percent to 7.3 percent in the share Freddie Mac
of loans originated through wholesale channels, a 48 percent change. 30 Yr. Fixed 7.17% -0.27 0.00
Whole.sale appllc.:atlons have traditionally shown a higher risk level than 15 Yr. Fixed 6.44% -0.32 0.00
those in the retail channel.
Mortgage Bankers Assoc.
30 Yr. Fixed 7.24% +0.11 0.66
15 Yr. Fixed 6.75% +0.11 0.64
*» National Mortgage Application Fraud Index by Loan Channel
o 30 Yr. FHA 7.01% +0.11 0.94
200 30 Yr. Jumbo 7.45% +0.05 0.56
=0 5/1 ARM 6.64% +0.12 0.87
100 Rates as of: 5/1
50
O Recent Housing Data
35ES5523552885?355235%2855?3 Value Change
%%éé§§§§§§§§§§§§§§§§§§§§§§§§ Mortgage Apps Apr24 196.7 -2.67%
g\ hoOlesale e=lle=Correspondent == Retail Bulldlng 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%
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Value Change
"This past year we saw a relatively large increase in the CorelLogic National Mortgaggﬁgp&gaﬁ@&@aud Indexh'}lgﬁid Br'sdget+6'25%

Berg, principal, Fraud Solutions for Corelogic. "If the factors that influenced the increase continue, including a shift to
purchase transactions and growing wholesale channel origination activity, it is likely that mortgage application fraud risk
will continue to rise as well. Fraud on cash-out refinance transactions and home equity loans may become more of a factor in
the coming years as home values and equity rise."

While purchase transactions account for most of the increase in the national fraud index, the refinance segments moved
higher, most notably in the Jumbo segment which risk increased by 59 percent even as application volumes fell by 35
percent. Specific risk areas for jumbo refinances included rapid refinancing after purchase, values not supported by market
changes, and occupancy red flags.

» National Mortgage Application Fraud Index by Loan Segment: Purchase
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National Mortgage Application Fraud Index by Loan Segment: Refinance
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Florida, which held the top position vis-a-vis the level of application fraud risk for three years dropped to third place after a
3 percent decrease, supplanted by New York State followed by New Jersey. Corelogic says that, because application
volumes in Florida are 2.5 times that of either New York or New Jersey, all three states bear watching.

States with the greatest growth in risk include lowa, Indiana, Missouri, Louisiana and Idaho. Although they have the highest
growth in risk, the four of these states (Louisiana is ranked number 8) are still outside the top 25 in terms of overall risk.
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Occupancy fraud risk, which occurs when mortgage applications deliberately misrepresent their intended use of the
property (primarily falsely claiming owner occupancy), had the greatest increase among indicators, 7.0 percent.

Transaction fraud, when the nature of the transaction is misrepresented, such as an undisclosed agreement between parties,
straw buyers, or falsified down payments, increased 3.9 percent year over year.

Income fraud was up 3.5 percent, with much of the change coming in the last half of 2016. This type of fraud includes
misrepresentation of the existence, continuation, source or amount of income used to qualify for a mortgage.

There was a 7.3 percent drop in the incidence of identity fraud risk, while undisclosed real estate debt and property fraud
risk (misrepresenting information about a property or its value) both were down, by 2.7 percent and 1.9 percent respectively.

A final category is multi-closing fraud which CorelLogic calls an extremely profitable scam. It takes advantage of the lag
between closing a loan and recording its documents to solicit multiple loans on a single property. There was a spike in this
type of fraud in 2014, then a decrease the next two years as lenders utilized CorelLogic's alert program. However, the
company says it expects an increase this year.

» Loan Amounts Averted Through Multi-Closing Alert Program
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The CorelLogic Mortgage Application Fraud Risk Index represents the collective level of fraud risk the mortgage industry is
experiencing based on the share of loan applications with a high risk of fraud. The index is standardized to a baseline of 100
for the share of high-risk loan applications nationally in the third quarter of 2010. Each 1-point change in the index
represents a 1-percent change in the share of mortgage applications having a high risk of fraud.
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