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Detecting & Avoiding Fraud in 
Loan Files
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INTRODUCTION

REVIEW

STRATEGIES

SCENARIOS

Define what mortgage fraud 
is.

Review key elements of mortgage 
fraud.

Review strategies to detect red 
flags.

Highlight scenarios and 
examples.



Introduction



Deliberate and willful deception 
perpetrated for unlawful gain.

What is Mortgage 
Fraud?



Key Elements



Key Elements of Mortgage 
Fraud

 Believable 

 Material Misrepresentation

 Intentional

 Causes Damage

 Must Be Acted Upon



Strategies



Education Resources Tools



Fraud Prevention

Discuss your findings with your manager

Investigation is an art, not a science 

Use your company audit and security resources

Utilize online resources



Irregularities

Indicators

Increase mortgage fraud potential 

Increase severity of fraud

Inconsistencies 

W
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R
ed Flags Throughout 

Loan File

 Typos

 Dates

 Handwritten Edits

 Address 

 Signature

 Social Security Numbers
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Social Secuirty N
um

bers

 Never “000”
 Never “666”
 Never > “772”

 Prior to (6/11)
 No 800 series

 (Prior to 6/11)
 No 900 series

 Never “00”  Never “0000”

-GROUP-AREA- -SERIAL
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Credit Document Red Flags

 Conflicting dates on verifications of 
mortgage or rent, and alternative credit 
documents (e.g. auto insurance, cell 
phone bill)

 Inconsistent length of credit and 
borrower's age (e.g. borrower is 25 but 
has 20 years of credit history)

 Social Security Number variations or 
mismatch on credit report, and conflicting 
numbers on various documents (e.g. 
credit report vs income documents)

 Excessive credit inquiries may indicate 
shopping for credit or a desire to open new 
credit which can negatively impact credit and 
credit score.

 Conflicting names, residence, and employment 
information on credit report and other 
documents.
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Income & Employment Red Flags

 Income or tax withheld show rounded 
numbers

 SSN inconsistencies 

 Numbers appear squeezed 

 Employer 9-digit ID Number not in 
format: 12-3456789

 Basic math errors

 Same tax preparer from previous loans

 Paycheck garnishments as undisclosed debt 
(student loans, child support)

 Employer not verifiable through online search

 Missing state or city-specific deductions

 Typos or inconsistent information throughout 
documents 

 Social Security and/or Medicare deductions 
exceed limits/percentages

 Large pay increase close to application date 
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Asset Document Red Flags

 Consecutive bank statement balances do 
not match or are inconsistent 

 Balances or figures are all even or 
rounded

 Assets appear disproportionate for the 
income listed

 Direct deposits are not consistent with 
income

 Bank statements list overdrawn check 
charges

 Significant variance between current balance and 
average balance

 VOD or bank statement list another person on the 
bank account

 Typos or incorrect asset calculations

 Personal information does not match other 
documents within loan file (ie: address, spelling of 
name, etc.) 
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Appraisal Document Red Flags

 Lender’s name not the lending institution

 Photos do not match property description

 Borrower’s name not owner for refinance 
transaction

 “For Sale” sign in refinance property 
photo

 Subject property not new construction 
however the seller is a corporation 

 Value adjustments are inconsistent or excessive 

 “Owner of Public Record” field does not match
documents in loan file

 Comparables are not consistent and insufficient
explanations provided by appraiser

 Appraisal dated before sales contract for 
purchase transaction 
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Closing Document Red Flags

 Sales price inconsistencies on documents

 Closing Disclosure (CD) contains unusual pay-outs and disbursements to third parties 
unrelated to the subject transaction

 Excessive fees, points and/or commissions 

 The amount due from the buyer is zero 

 Down payment deposit is for an amount other than disclosed

 Last-minute changes to contracts or payment amounts

 Unrelated parties added to closing documentation
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Any questions?
MI & Underwriting Customer Help
Customer.Help@radian.com

Radian Customer Care Team
CustomerCare@radian.com

Your Radian Account Manager
Radian.com/account-manager-finder

THANK YOU!




