
CoreLogic 
delivers ABN
AMRO from 

the burden of 
fraud risk 

management.

BY FRANK FERRIS

WEEDING
THE GARDEN FOR FRAUD

Before they started with CoreLogic’s
LoanSafe, ABN Amro had to pay for
twice as many AVMs to weed out
the risky loans coming in their
doors. Their existing collateral risk
assessment system was effective,
but it was costly. ABN Amro knew
they could do better. Already con-
vinced of the prowess of CoreLogic
(www.cscorelogic.com; formerly
C&S Marketing), it took no persua-
sion to get them to go with
CoreLogic’s LoanSafe.

LoanSafe helps lenders prevent
fraudulent loans by automatically
checking loan agent, borrower and
collateral for telltale signs of shady
dealing prior to funding. Much of
the guesswork is eliminated by
including the loan officers and bor-
rowers in calculations, thus en-
abling streamlined handling of up
to 70% of all loans in the approval
process.

LoanSafe incorporates HistoryPro,
a proprietary engine that can detect
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inaccurate or misrepresented prop-
erty values and render a score for
the property. ABN Amro previously
used HistoryPro as a stand-alone
product. Steve Schroeder, CEO of
Sacramento, Calif.-based CoreLogic,
called HistoryPro “the most success-
ful collateral risk engine in the mar-
ketplace.”

HistoryPro generates an ‘F-score’
reflecting various property traits,
such as sales price relative to the
current appraisal, previous foreclo-
sures and surrounding geographic
conditions. The F-score might then
issue a prompt either for streamlin-
ing the loan or for more scrutiny
with an AVM, BPO, verification of
Social Security number, or desk
review.

The more comprehensive Loan-
Safe system additionally asks
whether a loan officer has exhibited
a pattern of sending loans with
“issues.” It also considers the normal
purchase pattern for the borrower:
Does he typically buy a $500,000
house or a $90,000 house? It then
examines relationships between the
characteristics of the property,
including price, appraisal history
and location.

LoanSafe CoreLogic has built up a
method for evaluating the past per-
formance of over 100,000 brokers
and millions of loans captured in its
database, providing reports con-
trasting agent quality for the enter-
prise against industry and market
area quality. This provides abun-
dant information to render an
opinion as to the broker’s reliability
based on the quality of loans sub-
mitted to a wholesaler.

“What we built was a method by
which lenders could evaluate the
brokers that they’re doing business
with, and say, ‘Which ones, amongst
these thousands of brokers, are
more likely to transgress the ethics

question?’” said Mr. Schroeder.  “So
when they have a transaction com-
ing through the door, our collateral
engine — HistoryPro — might tell
them, ‘Gosh, I don’t really think
that value makes sense for that
house. I think something’s wrong.’
Now LoanSafe allows them to ask,
‘Who sent you the loan?’ And based
on the score for the broker that sent
it, you could assess whether they’re
likely or unlikely to transgress the
ethics question.”

The evaluation of the borrower
involves aggregating a borrower’s
information history, then determin-
ing unusual patterns typically asso-
ciated with fraud. LoanSafe applies

a proprietary pattern recognition
tool that renders a score similar to
the FICO score for the borrower,
said Mr. Schroeder.

Mr. Schroeder noted that in the
typical mortgage scam unethical

brokers need to have
accomplices in the

roles of borrower
and straw borrow-

er. “So let’s say that
you and I are in col-

lusion with each other.
I buy a house for $50,000,

and I sell it to you for $100,000. 
“Realistically, no real dollars

change hands, but you buy the
house from me for $100,000,” he
pointed out. “Now you and I, work-
ing together, go out and get a straw
borrower to buy the house for
$200,000.  She walks into a lender
and says, ‘I’m no longer going to
pay my mortgage, here are the keys
to the house,’ and the lender has no
financial recourse that they can
pursue against her,” explained Mr.
Schroeder. 

“As a result, the house goes into
foreclosure, the lender takes it back,
and can only sell it out to the mar-
ket for the $50,000,” he noted. “Now
between the two of us, we’ve got
about $150,000, and the straw bor-
rower come out with $15,000.”

It takes a professional to make all
this happen. So the ability to spot
a broker with a shady record,
along with a property that looks
inflated and a borrower who seems
to be in the wrong arena, can point
you to a loan that needs special
attention, he said. If LoanSafe is
effective in ferreting these loans
out, then the lender can save
money by streamlining the risk
management part of the loan orig-
ination, sending low-risk loans
through on the fast track, and
investigating the riskier loans.

LoanSafe saves time and money
over HistoryPro by taking into
account unseen or subjective fac-
tors. For instance, if the AVM can’t
see that the house is the only one in
the neighborhood next to a body of

We built a method by
which lenders could
evaluate the brokers,
and say, ‘Which ones,
are more likely to 
transgress the ethics 
question?’
Steve Schroeder
CoreLogic



water, its information can be mis-
leading, and raise suspicion. The
price of the house seems inordi-
nately high, perhaps fraudulent. A
lender might spend a lot of time
and money investigating the loan
before finding it to be legitimate.
But with LoanSafe, the other two
currents of information will remove
a lot of the suspicion if the LoanSafe
evaluation confirms the broker’s
impeccable business ethics and
shows that the borrower’s purchase
is in line with his or her past
behavior and prime range.

Then, layered over the LoanSafe
score are the deliberations of the
lender, who may take a look at the
loan itself and ask whether there is
any way a fraud could result in
profit. Lenders can customize the
level of risk tolerance.

CoreLogic accumulates historical
information for a “cross-industry
scorecard.” Lending institutions that
come onboard with LoanSafe ante
up three years of information, then
continue contributing information
as long as they participate in the
scorecard program. 

As noted above, ABN Amro had
developed its own risk-scoring
process, which incorporated several
of CoreLogic’s products, along with
intensive use of AVMs.  ABN Amro
was using CoreLogic’s ThirdParty
Scorecard for broker risk manage-
ment, but not for decision manage-
ment in the quality assurance
process.

In addition to LoanSafe,
HistoryPro, ThirdParty Scorecard,
and IdentifyPro, CoreLogic’s suite of
tools includes AVMSelect, which
impartially cascades “across up to
15 of the industry’s most respected
AVM’s to return one or more resi-
dential property estimates in 
seconds.”

At this writing ABN Amro, in

process of implementing LoanSafe,
had done a five-day test run of the
product, to see how it was going to
modify their workflows and orders,
before going live with it in
December 2005. The implementa-
tion required automating process-
es on their end, such as preparing
to receive XML files from
CoreLogic and establishing busi-
ness rules for the decisioning
based on those files.

CoreLogic had estimated that
LoanSafe would probably cut AVM
orders by half, said Mr. Schroeder,
and the test run proved that out.
The cost savings just from running
fewer AVM orders is expected to
pay for the conversion.

“We spend huge amounts of
money on AVMs every year,” said
ABN Amro first vice president Mike
Watts. He said that ABN Amro has
matched the collateral/broker/bor-
rower matrix LoanSafe with the
ABN Amro’s own risk-tolerance
benchmarks and cutoffs, “so we
may have been a little bit more
conservative in where we set some
of our cutoffs within the decision-
ing matrix than someone else
might.

“We were talking to somebody
the other day, one of our competi-
tors, and we’re both users of Steve’s
products, and we discovered that
their tolerance for risk was a little
higher than ours,” said Mr. Watts.
“And that’s kind of nice, because in
the decisioning process, when
you’re employing his tools, it’s not a
cookie-cutter type product. You’re

not given a ‘this is the way it works’,
you can go ahead and decide how
far up that risk scale you’re willing
to be, and still be comfortable that
you’re stopping all of the really
serious risks that are coming
through the loans.”

Mr. Watts said that while
HistoryPro helped reduce ABN
Amro’s overall head count, it is still
too early to know how much differ-
ence LoanSafe will make, due to
volume declines, improvements in
ordering procedures and other fac-
tors going on simultaneously.  One
point he stressed was that, while
ABN AMRO is benefiting from
reduction of exposure to fraud in
the marketplace, as well as reduc-
tions in AVMs, they’ve achieved
head count reductions for fraud
investigators as well.

“I had a manager in my fraud
team that got offered a lot of money
to go someplace else. As you would
expect, with Steve’s products in
place, our fraud area is scaling
down substantially,” said Mr. Watts.
“Fortunately, we had the foresight
to use contractors and temps to
support all that effort, so as we’ve
gone forward, we haven’t really laid
anybody off or cut any permanent
headcount, but the contractors and
temps are all gone,” he said.

ABN Amro was impressed with
the concept for LoanSafe from the
outset. “I remember when Steve a
couple years ago first showed me
this one PowerPoint slide that he
puts out, that has like three big cir-
cles on it: the broker risk vs. the

ABN AMRO is benefiting from reduction
of exposure to fraud in the marketplace,

as well as reductions in AVMs, and
they’ve achieved head count reductions 

for fraud investigators as well.



borrower risk vs. the collateral risk,”
said Mr. Watts. “And they all inter-
sect in the middle. It creates a very
interesting pictorial of how those
risk bubbles converge: Where they
all intersect, you’ve got a really
sweet spot for a fraudulent loan.
And when he first showed that to
me, I sat there and thought about it,
and I said, ‘This man is a genius.’
When we started looking at some of
the reports for the borrower history,
again, it’s like a credit report on
somebody’s purchasing habit.
That’s probably a crude way to

describe it, but it was just a very
thoughtful approach that no one
else has done.”

ABN Amro’s periodic tests of
CoreLogic products against the
offers of larger companies such as
Fidelity and First American show
those companies “constantly trying
to chase Steve Schroeder,” said Mr.
Watts. He said side-by-side tests
using a test deck of known loans
show that “Steve’s products just
outperform anything that’s in the
marketplace. They’re all chasing
him, and anytime they get close to

him, he rolls out something like
LoanSafe.”

The name change to CoreLogic
from C&S Marketing came follow-
ing an in-house process. None of
the employees came up with
CoreLogic, but many of the suggest-
ed names included either “core” or
“logic,” so they put them together.
“In essence,” said Mr. Schroeder, “our
goal is to be the core decision
engine behind every mortgage
transaction in the U.S., and we build
our models on the logical analysis
of information.”  MT
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