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$606,830,604 in Reported Losses
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Mortgage Fraud 
Pending Cases
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Mortgage Fraud 
Convictions/Pretrial Diversions
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Mortgage Fraud 
Indictments/Informations
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Most Common MF SchemeMost Common MF Scheme

A common mortgage fraud scheme is the classic 
property "flip."

$

Property-
flipper 
purchases a 
property for 
$200,000

Property-
flipper has 
the property 
fraudulently
appraised for 
$800,000.

Property-flipper 
sells the 
property for 
$800,000, and 
walks away 
with a $600,000 
profit.

Home 
usually 
results in 
foreclosure

The bank is left with 
an $800,000 mortgage 
on a $200,000 home 
for a loss of $600,000.  
If the loan was FHA 
insured, the 
government absorbs 
the loss.









Mortgage fraud is committedMortgage fraud is committed
for one of two reasonsfor one of two reasons

• To obtain a property

• To gain a profit



Types of Fraud
Fraud for Property/Housing

Types of FraudTypes of Fraud
Fraud for Property/HousingFraud for Property/Housing

• Perpetrator is borrower
• Involves single loan
• Few misrepresentations

– Income & property value may be altered
– Down payment may be borrowed
– Debt may be undisclosed

• Borrower seeks housing and/or cash from 
loan

• Borrower intends to repay
• Accounts for approx. 20% of Mortgage 

Fraud



Types of Fraud
Fraud for Profit

Types of FraudTypes of Fraud
Fraud for ProfitFraud for Profit

• Often involves industry professionals
• Multiple loan transactions and/or 

institutions
• Several misrepresentations
• Participants frequently paid for 

participation
• Borrowers sometime unaware of scheme 
• Accounts for approx. 80% of Mortgage 

Fraud



Typical Fraud Typical Fraud 
(For Profit) Schemes(For Profit) Schemes

• Backward Application
• Air Loans
• Silent Second  
• Nominee Loans
• Property “Flips”
• Inflated Appraisals
• Equity Skimming



Money Lost to MF?Money Lost to MF?
• The actual amount of money lost to 

mortgage fraud each year is unknown
largely because no central 
organization collects mortgage fraud 
loss data.



Top Ten “Hot Spots” Mortgage Fraud Incidents (per capita), 2003
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Top Ten “Hot Spots” Mortgage Fraud Incidents (per capita), 2004
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