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Freddie Mac Is A 
Government-Sponsored Enterprise

� Created by U.S. Congress to support the residential mortgage market

� Make sure that lenders always have mortgage money to lend

� Make it easier for consumers to afford a home

� Stabilize mortgage markets during a crisis

� Mandate includes single-family and multifamily markets

� Special focus on:
� Low- and moderate-income families
� Underserved areas
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We Use the Capital Markets 
to Replenish Lenders with Mortgage Funds 

$$

Mortgages
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Freddie Mac Facts and Figures

Is current size of our total mortgage portfolio$2 trillion

Of mortgages were purchased in 2007$500+ billion

Outside the U.S. invest in our securities66 central banks

Go by until we purchase another mortgage10 seconds

Are financed by Freddie Mac in the U.S.1 in 6 homes
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We Support the Market                           
throughout the Homeownership Life Cycle

Before

Help Families 
Prepare for 

Homeownership

•Financial education

Help Lenders 
Source More 

Loans

Help Families 
Hold on to           

their Homes

•Mortgage products •Loan servicing policies

During After
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STP – A Look Back…

� Computing power increased shrinking the absolute 
efficiency dollar impact of operational efforts

� Easy, fast, and cheaper to copy innovation

� Increasing needs to support complexity in products and 
distribution channels

� Most STP efforts to date have focused on processes 
within our own operational walls
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STP – Looking Forward…

Where will we get the best return on our 
investments?

The next leap forward will come when we extend 
STP to incorporate our front line, customers, and 

3rd party processes for a true end to end 
perspective
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The Separation of Sales and Service

Separate Sales and Service functions allow benefits from 
specialization; however it can also cause loss of 

customer’s voice

Customer
Engagement

Application
Processing
(begin )

U/W,
Servicing,
Billing…

Application
Processing
(complete )

Customers

End to End Customer Experience

Front Office Back Office
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Integration Techniques for Superior STP

� End to End Process Mapping

� Document customer touch points

� Utilize voice of the customer to understand and 
prioritize customer pain points

� Voice of Customer Committee
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Process Touch Points and Pain Points

Email 
customers 

user IDs and 
passwords

Customer 
Set-up

TOBs
Contracting
Pricing

Underwriting
Credit
LP

Delivery
& Funding

Post-Funding
Data

Corrections

Billing
Operations

Investor
Reporting

Default
Fees and

Claims
Quality 

Control, 
EORM

Mail contracts
to customers 

and receive
signed 
contract 
back

Customer Setup and Contracting

Customer Pain Points

• Unclear how long process will take (SLAs communicated internally)
• Systems don’t match on specifics 
(PE is very specific on product parameters;  DPM is not)

• TOBs aren’t set up properly

Emails BUBD 
grids to 

customer 
and baseline

pricing 
executions 

mailbox

Work with TE
(and rarely, 
seller) to verify 
bulk deal
information

Email BU/BD
grid to 
customers
(monthly)

Verify 
accuracy of 

set-up for 
rules and 

pricing

Customers 
may inquire 

about contract 
status or if we

received it
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Listening Posts

Customer 
Set-up

TOBs
Contracting
Pricing

Underwriting
Credit
LP

Delivery
& Funding

Post-Funding
Data

Corrections

Billing
Operations

Investor
Reporting

Default
Fees and

Claims
Quality 

Control, 
EORM

Post 1

•Customer 
Service 
Inquiry

•Survey 
Feedback

Post 2

•Customer 
Service 
Inquiry

•Survey 
Feedback

Utilize Listening Posts at all 
key process steps to 

understand customer feedback 
and incorporate into your STP 

initiatives
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Types of Feedback

•Relationship Survey

•Focus 
Groups/Advisory 

Boards

•Transactional Surveys

Call Center Agents 
capture unsolicited 

comments in 3 areas:

•Complaints or concerns

•Suggestions for 
improvement

•Ideas for innovation

Traditional Structured 
Feedback

Process Centered 
Unstructured Feedback
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Voice of the Customer Committee

Establish regular forum for call center agents to 
share with management and process owners 

customer feedback trends

Keys to success:
� Invite the most qualified call center agents
� Translate qualitative input from agents into 

quantitative scoping estimates
� Process owners and management must 

identify action items with timetables
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Prioritize, Prioritize, Prioritize

� Customers come in all shapes and sizes

� Feedback must be weighted based on your 
organization’s goals

� Weigh all feedback types in your STP 
prioritization initiatives

� Create scorecards for end to end STP goals as 
well as individual process goals
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Go for it!

� Accomplishing the next evolution of STP is not 
easy but must be inclusive of your total end to 
end processes (customer’s feedback is key!)

� Stick with it – establishing solid integration 
between customer feedback and STP takes 
time and practice 

� Baby steps – start small, gain success, and 
grow!
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Mortgage Fraud Defined

Fraud can be defined as…
� A deception deliberately practiced in order to secure 

unfair or unlawful gain.
Mortgage Fraud can be defined as…
� "material misstatement, misrepresentation, or omission 

relied upon by an underwriter or lender to fund, purchase 
or insure a loan."
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Types of Fraud

� Foreclosure Fraud

� Inflated Appraisals

� Stated Income/Altered Documents

� Straw Buyers

� Cash-out Purchases
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Foreclosure Fallout

Neighborhoods:
� Weakens home prices
� Vacant and boarded houses degrade 

neighborhoods
� Encourages crime

Industry:
� Large REO losses
� REO properties are purchased by fraudsters 
� May perpetuate foreclosure rescue scams
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Foreclosure Video

www.youtube.com/AvoidFraud
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Fraud Factoid

A majority of all open Fraud Investigation Unit cas es involve 
inflated appraisals.
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Stated Income Loans

What are they?

� An alternative documentation loan program for borrowers 
with high FICO scores.  The borrowers “state” their income 
and assets on the 1003 but are not required to produce 
supporting documentation
• Primarily used for self-employed borrowers
• Trending towards wage earners or W-2 employees
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Stated Income Loans

Reasonability Test – Is this salary reasonable?

Source:  www.salary.com
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Altered Bank Statement:

Correct Bank Statement:

Altered Bank Statement
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Straw Buyers

� What is a “straw” or “nominee” buyer?

� An individual used to serve as a cover for a 
questionable loan transaction

� May be helping out a friend or family member
� May be paid a fee for their involvement
� Straw buyer never intends to own or occupy
� Chosen for their ability to qualify for the loan 
� Used in combination with many other scams
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Strawbuyer Recruitment
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The Cash-out Purchase

How is it done?
� Schemer chooses a house that has been on the market for 

$300,000 for an extended length of time
� Schemer makes purchase offer for $400,000
� Seller agrees to refund $100,000 difference back to the 

buyer after closing
� Appraised value is inflated to support $400,000
� Seller is indifferent, as their sale proceeds are the same
� Seller has sold his house, netting his “asking price”
� Buyer purchases property with zero or nominal down 

payment
� Buyer pockets the $100,000
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The Cash-out Purchase

Result:
� Loan is usually a first or early payment default

� The property goes into foreclosure

Red Flags:
Property may have been on the market for an 
extended length of time

Alterations to purchase contract 

Sale price higher than the listing price

Inflated appraised value
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Closing

Questions?


