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 FRAUD WATCH — Q1 2026 NATIONAL INDEX

Mortgage fraud risk went down in Q1 2026. The national fraud risk index dropped 9.3% from last year and 9% from the prior quarter. About 1 out of every 129 loan 
applications showed possible fraud concerns. Purchase loans made up 59% of volume, and government-backed loans made up 23%. Even with the overall improvement,
investor loans, multifamily properties, and undisclosed real estate still need heightened focus within the client loan reviews.  

Area What Is Happening What Does Quest Review 

Undisclosed Real 
Estate 

This was the only fraud area that increased from last year, up 
7.7%. 

Quest will compare the application, credit report, title information, asset documents, and tax 
records to make sure the borrower discloses all properties they own or for which they are 
financially responsible. 

Occupancy Rising alerts on primary/2nd home misrepresentation Quest will check the distance from current home (example: is 2nd home greater than 25 miles from 
primary?) and check the mailing address, insurance documents of 2nd home.  

Property / Flipping More files show signs of quick resale or possible flipping risk.  Quest will review  recent sales, seller relationships, and whether the seller is an LLC or corporation. 

Income Some income appears higher than expected for the borrower’s 
age/profile. Quest will compare income to age, job history, industry, location, and supporting documents. 

Investor / Multi-Unit Investment-property loans had about 1 in 44 applications flagged.
Multifamily loans had about 1 in 29 applications flagged.  

These rates are much higher than the overall average of 1 in 129 flagged loans, Quest will look at 
these loan reviews with a heightened awareness  for potential  misrepresentation or fraud.  

 GEOGRAPHIC RISK — TOP 5 STATES
Some states had more fraud-risk alerts than others. New York, Florida, Connecticut, New Jersey, and California were the top states to watch in Q1 2026. Fraud risk can
change by market; Quest will consider both the property's state and the loan type when reviewing our client loan files. 

 

 

 
 

 
 

 

 

 
 

 
 

FHA OVERHAULS QC REQUIREMENTS

• June 2026:  Five new Mortgagee Letters (ML 2026-06 through 2026-09)
issued June 23, 2026, revise origination, QC, and servicing rules under 
Handbook 4000.1.

• Some Early Payment Defaults are no longer required to be included in 
the QC sample if they are connected to a Presidentially Declared Disaster 
Area.  This is now a standing rule, so lenders are no longer required to 
request approval for one file at a time.

• ML 2026-07  rescinds the HUD-92900-B disclosure requirement at 
application; update checklists and vendor platforms accordingly.

UAD 3.6 — LENDER IMPLEMENTATION WATCH

•  As of August 1, 2026:  Lenders are in the broad production window for 
UAD 3.6 and may use either UAD 2.6 or UAD 3.6 before the required 
deadline.

•  Why it matters:  UAD 3.6 replaces the older set of appraisal forms with a 
URAR that adjusts based on the property and assignment. This allows for
more structured appraisal data, which may change how appraisal
reviews, underwriting checks, and QC exceptions are identified.

•  QC focus:  Quest will review both UAD 2.6 and UAD 3.6 forms knowing 
where key appraisal data appears in the loan file and validating the 
documented UCDP submission. Quest's loan-review questionnaires
have been updated to include the UAD questions that accommodate 
these changes.

 

 

 

 

 
 

 

 

 

 

 
 

 
 

CFPB REGULATORY UPDATES TO WATCH

• Regulatory agenda:  The CFPB's 2026 agenda, released July 6, is driven by 
Executive Order 14393 (“Promoting Access to Mortgage Credit”) and is 
focused on reducing or easing regulatory requirements. A mortgage 
servicing final rule is expected as early as August 2026, with Ability-to-
Repay/QM changes still at the pre-rule stage.

• Finalization of the rescission of COVID-era Regulation X mortgage 
servicing protections is anticipated by November 2026.

• A June 2026 RFI targets possible LO compensation flexibility, small-
creditor ATR relief, and limited TRID timing adjustments are all in the 
early stage but worth tracking.

VANTAGESCORE 4.0 — IMPLEMENTATION WATCH

• What changed:  Approved lenders may use VantageScore 4.0 for certain 
GSE deliveries during the limited rollout, while lenders not approved for 
the rollout must continue using Classic FICO through a tri-merge credit 
report.

• Why lenders should care:  VantageScore 4.0 looks at credit information in 
a newer way. It may consider patterns in how borrowers use credit over 
time and, when available, some rent-payment history. Because of this, a 
borrower’s credit risk may look different than it does under the Classic 
FICO used currently.

• QC focus:  Quest will confirm which credit score model the lender used 
based on the file documentation provided for the review, and whether the 
tri-merge report requirement was met. 

  
 

 
 

 
 

 

 
 

 
 

 

GSE UPDATES — RECENT QC IMPACTS

 Fannie Mae QC changes:  Fannie Mae’s updated QC requirements apply to reviews conducted on or after July 1, 2026. From a vendor perspective,
Quest has provided training for staff on the review procedures reflecting the Fannie Mae efficiency implementation.

 Freddie Mac selling updates:  Recent Freddie Mac updates include changes tied to large deposit sourcing and eligible gift sources. Quest will validate 
the loan files applicable to these changes and document the correct asset sources, gift documentation, and loan eligibility.

 Credit score model readiness:  The GSE credit score model transition remains active, with July 2026 updates supporting VantageScore 4.0 and future 
FICO Score 10T use. Quest teams will verify which score model the lender used, confirm tri-merge credit report requirements and ensure any client 
or investor overlays are followed when those overlays have been provided to Quest as part of the client's loan-reviews.

QUESTIONS / SOURCE NOTES
For questions, please contact to Matt Reich at mreich@questadvisors.com.
Use the most current agency guidelines and client parameter and directives when completing reviews.
Sources: Freddie Mac Guide Bulletins, Fannie Mae Lender Letters/Selling Guide, VA Circulars, USDA guidance, and Cotality Q1 2026 mortgage fraud-risk data. 




