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Widespread Mortgage Fraud Threatens America’s
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NEW YORK, March 29 /PRNewswire/ -- A new report releasca today, Home

Insecurity: How Widespread Appraisal Fraud Puts Homeowners At Risk, reveals
lruubling evidence that many American homcowners and huyers are at financial
risk from mortgage appraisal fraud. As a consequence, countless homeowners have
borrowed more money than their homes are really warth. The report was

conducted by Demos, a leading non-partisan, public pohcy group headquartered in
New York City.

The real estate boom and refinancing craze of recent years has meant record
profits for institutions that originate mortgage loans. But this boom has a dark side
for unwitting cansumers. Many appraisers -- respanding o increased pressure from
Inan originators in a highly competitive marketplace -- are inflating property values
during the buying and refinancing of homes,

"Appraisal fraud is part of a bigger, more ominous picture,” says Navid Callahan,
Home Insecarity author and Director of Research at Demos. "As hame prices have
continued to increase above inflation, even nearing 20 percent per year in some
cities, American homeowners are vulnerable as never before to financial ruin if
home prices fall to their natural market valye.”

"To make matters worse an increasing number of Americans have reduced the
cquity in their home to meet rising living expenses, like education and health care,
or to pay off credit card debts. From 2001 to 2004, homeowners pulled out o
staggering $485 billion worth of equity, and the trend is expected to continue, 1t is
beginning to look like the American dream af financial security through
homeawnership is becoming a myth for far tao many."

the data and findings of the Home Insecurity report were hased on a numbe: of

sources, including: the National Association of Reaitors stalensent before a Senate
subcommittee in March, 2004, detailing how the problem of lender pressure and

appraisal fraud had worsened; a petition sent by 8,000 appraisers 1o the Feder al &
qovernment complaining that the lending industry had appfied pressure an them 1o
exceed values; and the testimonials of incividual appraisers ahout such abuses.

Among the Report's Key Findings: * Seriaus conflicts of interest pervade the
martgage industry, stemming largely from the refinancing craze. Lenders, brokers
and real estate agents have an increased incentive to inflate the value of
residential properties. * Appraisal fraud often encourages homeownoers to harrow
morc money than their homes are worth, putting them ot risk of not being able to
sell for a high enaugh price 1o pay off their mortgage. * Up 1w half cf all praperty
appraisers have reported feeling pressure from lenders or brokers to overstate
properly values. Appraisers wha have not camplied with strong-arm tactics report
not being paid for wark and being blacklisted. * The inflation of home prices
through appraisal fraud may be helping to push real cstate prices up to
hnsustainable levels and cantributing to a housing "bubble.” * Predatory lending
targeting minority and low-income aspiring homeowners often involhves appraisal
fraud. Developers collude with dishonest appraisers in the aggressive marketing of
new homes offered at inflated prices. * Govarnment oversight of the appraisal
process is woefully inadequate. Key patticipants in the mortyage industry are
unrcgulated in many states and cversight of lending institutions is weak. State
boards that license appraisers and investigate reports of fraud often lack enough
resources to enforce existing laws. American Dream of Homeownership Coutd
Become Nightmare of Foreclosure

The Demas repost highlights several worrying undercurrents heneath an apparently
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