
   

 

Collateral risk index rises 6.4%, CoreLogic reports 
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Markets in Pennsylvania, Ohio, New York and Tennessee made the top five mortgage fraud hot spots, according to 
this week’s release of CoreLogic’s Q1 Core Mortgage Risk Monitor, with several southern cities showing noticeable 
increases.  
  
CoreLogic reported this week that the U.S. collateral risk index rose by 6.4 percent between the fourth quarter 2005 
and first quarter 2006, with markets in Pennsylvania, Ohio, New York and Tennessee making the top five mortgage 
fraud hot spots list. CoreLogic said its Core Mortgage Risk Monitor is a predictive map forecasting the geographic 
“fraud hot spots”or markets most likely to experience the economic consequences of increased levels of fraudulent 
activity over the next 12 – 18 months.  
 
“In this second edition of the Risk Monitor, data indicates that mortgage fraud and risk management continue to play a 
significant role in the housing market economy,” CoreLogic reported. 
 
Collateral Risk is the risk associated with the accuracy of a property valuation and the sustainability of that valuation 
over the life of the mortgage contract due to the unique characteristics of the property, market, and mortgage contract 
participants.  “This increase indicates that the risk of mortgage fraud causing economic impact in vulnerable markets 
continues to rise at an unprecedented rate,” the report said.   
 
The top five markets showing the most noticeable increase quarter over quarter include Alexandria, La.; Pascagoula, 
Miss.; Laredo, Texas; Morristown, Tenn.; and Lakeland, Fla.  
 
According to the latest Risk Monitor, the top five U.S. markets among the largest 100 metropolitan statistical areas 
(MSA’s) in the U.S. include Youngstown, Penn.; Akron, Ohio; Memphis, Tenn.; Toledo, Ohio; and Buffalo, N.Y., 
which replaces Dayton, Ohio from the fourth quarter 2005.   
 
CoreLogic Chief Economist Mark Fleming confirmed that the housing market is experiencing a slow down, which he 
characterizes as a “soft landing.” As evidence of this “soft landing” he points to annualized growth rates that, while 
still robust, steadily declined from 12 percent in the fourth quarter 2005 to 9 percent in the first quarter 2006. Some 
other market factors to note:  
 
Real estate affordability is declining: Although house prices are not rising as quickly as before, this is offset by interest 
rate increases and incomes have not been able to compensate.  
 
Relative affordability is also down: Measured as affordability today relative to affordability a decade ago, only 152 
markets were more affordable in the first quarter of this year compared to 174 more 
affordable markets in the fourth quarter last year.  
 
Default notices are on the rise:  Default notices are on the rise.  The slow down in 
price appreciation is exposing more borrowers to the default option in an 
environment where interest rates are rising.  
 
Impact on Mortgage Fraud Risk: As the housing market slows, there is a greater propensity for increased fraudulent 
activity. With fewer loans coming in and going out and the resulting decrease in money changing hands, unethical 
parties involved in the process may compensate by committing fraud.   
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