1. Introduction to LoanIQ 

LoanIQ™ allows you to instantly identify high-risk loans and reduce overall default exposure. The LoanIQ and Market Risk Scores assist you in making a review decision based on the level of collateral risk associated with a loan. Whether you need to assess one loan or thousands, LoanIQ delivers the answers you need fast to make the most informed loan decisions. 

Based on First American’s industry-leading property record database, LoanIQ’s advanced scoring techniques uncover hard-to-find relationships in data to detect early payment default, collateral over-valuation and collateral fraud. LoanIQ identifies red flags that alert you to high-risk signals — such as over-valuation, rapid appreciation, and suspicious transfer activity, — then allows you to drill down to examine any red flag in closer detail.
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LoanIQ Score: uses the submitted subject property address and loan information to provide a quantitative measure of the likelihood of a loan to go into early payment default based on the subject property’s collateral characteristics. 

• Market Risk Score: uses the submitted subject property address to perform a search around the subject property to provide a scorecard-based risk score based on appreciation and foreclosure rates in the neighborhood. 

1.1 Benefits 

• Easy-to-use and designed to work with your existing loan systems and processes 

• Fast-track low risk loans to automated approval processes 

• Select the highest risk loans for quality control and due diligence 

• Evaluate existing portfolios retroactively for loan quality comparisons 

• Monitor portfolio performance to aid with loss mitigation and retention programs 

• Investor protection with insurance option 

1.2 Features 

• The industry’s only patent-pending collateral risk predictive model 

• Loan scoring based on the widest range of predictors 

• Instant identification of property over-valuation 

• Filter out high-risk loans by drilling down on red-flagged indicators to assess quality of loans against your underwriting criteria 

• Instantly receive risk metrics for due diligence 

• 24/7 access to a wealth of property information from the industry’s most comprehensive and most current property and ownership information database 

2. How to Use LoanIQ 

2.1 Enter Search Options 

The LoanIQ application requires the following mandatory input fields: 

1. Address. This is the address of the subject property.

2. Date. In the date field you have the option of providing a date called the retro value date. The retro value date allows you to generate LoanIQ and Market Risk scores and examine the report details as if it were that date in the past. If you do not provide a date, the system will default to using the current date. 

3. Estimated Value. The estimated value can be the owner estimated value or the appraised value. 

4. Loan Amount. The loan amount is the requested loan amount for this transaction. LoanIQ assumes that the loan is in the first lien position. If you submitting a second, then we suggest that you calculate the total open loan amount and input this number into this field. 

5. Loan Purpose. The loan purpose is either purchase or refinance. 

Seller name is an optional field. If you decide to provide this field, then LoanIQ will check this name against the owner name for the submitted property according to the public record data. The LoanIQ Report will show the owner name according to the public record data

2.2 LoanIQ Score and Market Risk Score 

2.2.1 LoanIQ Score
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The LoanIQ Score is a quantitative measure of the likelihood of a loan to go into early payment default based on the subject property’s collateral characteristics. The LoanIQ Score is based on a predictive model where each score corresponds to a probability of early payment default. The scale of the LoanIQ Score is 0-1000 where the low scores represent higher risk. The standard risk groupings of the LoanIQ Score are as follows: 

• Unsatisfactory (high risk) 0 – 159 

• Marginal (medium risk) 160 – 399 

• Satisfactory (low risk) 400 – 1000 

2.2.2 Market Risk Score 
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The Market Risk Score is a scorecard-based risk score which scores collateral risk factors measured by appreciation and foreclosure rates in the neighborhood surrounding the subject property. The scale of the Market Risk Score is 1-10 where the low scores represent higher risk. The standard risk groupings of the Market Risk Score are as follows: 

• Unsatisfactory (high risk) 1 – 6 

• Marginal (medium risk) 7 – 8 

• Satisfactory (low risk) 9 – 10 

You can use the LoanIQ Score and Market Risk Score to obtain a comprehensive and accurate collateral risk assessment. These scores can help you answer the question – “Does this loan transaction require further review?” 

2.3 LoanIQ Variables 

LoanIQ analyzes a number of different subject-property collateral characteristics to generate a LoanIQ score. Some of these characteristics are summarized on the first page of the LoanIQ Report. The variables include: 

2.3.1 Summary of Greatest Risk Factors 

When the LoanIQ score is Unsatisfactory or Marginal, this section will populate with up to three risk factors that influenced the value of the score. This section gives you an indication of where to look next on the report for the areas of greatest risk. The risk factors are listed in order of impact on the score. For example, Risk 1 has the greatest impact on the score whereas Risk 2 has a lower impact on the score. There are nine possible messages that may appear in this section: 

• Collateral valuation – indicates that the subject property is over-valued. 

• Transfer activity – the subject property has one or more high-risk transactions in the last three years. 

• Pre-foreclosure – the subject property has been in some stage of pre-foreclosure in the last three years. 

• Occupancy – the subject property is a non-owner occupied property. 

• Valuation factors – the user submitted value is above or below a certain amount for the neighborhood. 

• Property factors – the subject property has factors known to indicate early payment default. 

• Loan factors – the user submitted loan information has factors known to indicate early payment default. 

• LTV ratio – the LTV is moderate or high based on the user submitted loan amount. 

• Proprietary risk factors – other proprietary risk factors that the LoanIQ predictive model has determined indicate early payment default. 

When the LoanIQ score is Satisfactory then this section will provide a message that no significant risk factors were found. 

2.3.2 Subject Valuation Risk 

The Subject Valuation Risk section summarizes any valuation issues that the LoanIQ predictive model discovered by analyzing the user input value compared to the AVM value and LTV that the LoanIQ model uses as an input. This section will alert you to whether this property is at risk of over-valuation.

2.3.3 Subject 3-Year Appreciation 

The Subject 3-Year Appreciation searches the subject property three-year transaction history and compares the submitted loan transaction to the most recent sales transaction and the prior sales transaction. This section alerts you to rapid appreciation risk. The appreciation rates in this section are annualized. If the subject property has not had any transactions in the past three years, then no data will populate. 

2.3.4 Subject Transaction Risk 

The Subject Transaction Risk section provides details about any foreclosure, pre-foreclosure, or rapid sales transactions in the subject property’s three-year transaction history. If the property has been sold twice in a 90-day period over the last three years, then this section provides the sale date(s), the seller, and the owner. 

2.3.5 Subject Characteristic Risk 

The Subject Characteristic Risk section summarizes details about the subject property that you may use to compare the subject property to other properties in the local market. 

2.4 Market Risk Variables 

The Market Risk Model analyzes a number of different neighborhood collateral characteristics to generate a Market Risk Score. These characteristics are summarized on the first page of the LoanIQ Report. The characteristics include: 

2.4.1 Summary of Greatest Risk Factors 

When the Market Risk score is unsatisfactory or marginal, this section will populate with up to two risk factors that influenced the score. This section gives you an indication of where to look next on the report for the areas of greatest risk. The risk factors are listed in order of impact on the score. For example, Risk 1 has the greatest impact on the score whereas Risk 2 has a lower impact on the score. There are three possible messages that may appear in this section: 

• Foreclosure rate – the neighborhood has a high percentage of foreclosure sales. 

• Delinquency rate - the neighborhood has a high pre-foreclosure rate. 

• Flip neighborhood – the neighborhood has a high incidence of properties that have been sold multiple times with high appreciation rates. 

When the Market Risk score is satisfactory then this section will provide a message that no significant risk factors were found. 

2.4.2 Market Valuation Risk 

The Market Valuation Risk section summarizes valuation data from the neighborhood around the subject property. You can use this information to compare how the subject property’s value compares to the rest of the market. The neighborhood is defined as a half mile radius from the subject property. 

2.4.3 Market Sales Appreciation Risk 

The Market Sales Appreciation Risk section analyzes nearby properties that have been sold twice in a one-year, two-year, and three-year time period and compares the appreciation rates for those transactions. The neighborhood here is defined as the census tract.

2.4.4 Market Transaction Risk 

The Market Transaction Risk section alerts you to the neighborhood foreclosure rate. It analyzes the total number of sales and foreclosures within the last six months. The neighborhood is defined as a half mile radius search from the subject property. 

2.4.5 Market Characteristics Risk 

The Market Characteristics Risk section summarizes details about the nearby properties that you may use to compare with the subject property characteristics. For example, you can use this section to determine whether the subject property is over or under built for the neighborhood. The neighborhood here is defined as the census tract. 

2.5 Review LoanIQ Report details 

2.5.1 Subject Property Detail, Transaction History, and HUD Rules Report 

The Subject Property section provides the public record details about the subject property as well as the three-year transaction history for the subject property. The Property Detail provides a summary of the public record description of the property. The Transaction History provides details about any sales or transfers that have occurred within the past three years. This section also summarizes any applicable HUD rules. 

2.5.2 Appreciation Comparison Graph 

The Appreciation Comparison Graph visually compares the zip code appreciation to the subject property appreciation. The subject property appears as a green line, the zip code median appears as a blue line, the sales median appears as a red line, and the loan amount appears as a grey triangle. Please note that the zip median is the median sales price for the zip code whereas the sales median is the median sales price for the neighborhood surrounding the subject property. 
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2.5.3 Street and Aerial Maps 

The Street and Aerial maps show the subject property and nearby recent sales. These maps allow you to visualize environmental conditions, surrounding properties, proximity to waterways, and access to transportation. The subject property appears as a red star, the nearby sales appear as numbered black dots, and the nearby foreclosures appear as red flags. 

2.5.4 Nearby Sales Property Detail and Transaction History 

The Nearby Sales section that lists up to 15 properties within a half mile radius of the subject property that have a sales transaction within the last six months. For each of the nearby properties, the report provides the Property Detail and Transaction History. The Property Detail provides a summary of the public record description of the property. The Transaction History provides details about any sales or transfers that have occurred within the past three years. 

Please note that nearby sales should not be confused with comparable sales. Nearby sales are selected by proximity to the subject property and by sale date. Comparative physical property characteristics are not taken into consideration when collecting and reporting nearby sales. The purpose of nearby sales is to give you a true picture of sales activity in the neighborhood surrounding the subject property.
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