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ABSTRACT

Based on 2011 Mortgage Fraud Trenas Report by CoreLogic Fraud Trends and Index,
in 2010, Mortgage lenders continued to crack down on mortgage fraud by scrutinizing
red flags on risky applications and implementing new process into their underwriting
function to detect fraudulent loans prior to funding. As a result of these efforts,
mortgage fraud risk remained relatively flat in 2010 measured by both total volume
and percentage of origination. Mortgage fraud, however, is a constantly moving target
as fraudsters change their practices to take advantage of loop holes in the lender’s
fraud prevention programs. Most of the financial institutions who act as the mortgage
lenders do the analysis of the changes in the mortgage market and fraudsters’
behaviour patterns to understand the criteria of the fraudulent application. Making a
Fraud Alert system more effective is an ongoing challenge. The main issues are to
understand the fraudsters’ behaviour and how financial institutions can use those
criteria to interact with fraud alert system. The study examines the criteria that
committed by customer that committed fraud. The data of fraud cases use for this
study was collected from Incident Management Data Collection (IMDC) of the bank.
The results of the study suggest the factors identified will contribute towards the
enhancement on Soft Fraud Rules in the bank and stimulate the efficiency and

effectiveness of the fraud alert system.



CHARACTERISTIC OF CUSTOMER COMMITTED FRAUD: CASE
STUDY OF MAYBANK HOUSING LOAN APPLICATION

TABLE OF CONTENTS

E
]

Contents

CANDIDATES’S DECLARATION ii
ABSTRACT iii
ACKNOWLEDGEMENTS iv
TABLE OF CONTENTS v
LIST OF TABLES vii
LIST OF FIGURES viii
LIST OF ABBREVIATIONS ix
INTRODUCTION

1.0. PREAMBLE

1.1.  MOTIVATION OF STUDY

1.2.  PROBLEM STATEMENTS

1.3.  OBJECTIVES OF STUDY

1.4.  RESEARCH QUESTION

1.5.  SCOPE OF RESEARCH

1.6.  CONTRIBUTIONS OF RESEARCH
1.7 ORGANISATION OF STUDY

® NN N W W —

BACKGROUND OF STUDY

2.0. INTRODUCTION 9

2.1. HOUSING LOAN APPLICATION PROCESS 14
2.2.  REQUIREMENT FOR ANTI-FRAUD DETECTION SYSTEM 17
2.3.  MAYBANK'’S STRATEGY ON COMBATING FRAUD 24



RESEARCH ISSUES

3.0. INTRODUCTION
3.1.  INCREASING OF FRAUD CASES
3.2.  WEAKNESS OF EXISTING SOFT FRAUD RULES
3.3  METHOD OF INVESTIGATION
3.3.1 DATA DETERMINATION
332  DATA COLLECTION
3.3.3 DEMOGRAPHIC PROFILE
3.3.4  IMPLEMENTATION OF STATISTICAL TOOLS
RESULTS OF FINDINGS
4.0. INTRODUCTION
4.1.  CORRELATION MATRIX
4.2. KAISER-MEYER-OLKIN (KMO)
4.3. FACTOR ANALYSIS

CONCLUSION AND RECOMMENDATIONS

5.0.
5.1.
5.2

CONCLUSION
RECOMMENDATIONS
LIMITATIONS OF STUDY

BIBLIOGRAPHY

vi

34
34
36
36
37
38
38
45

46
46
48
50

54
56
61

62



	CHARACTERISTIC OF CUSTOMER COMMITTED FRAUD: CASE STUDY OF MAYBANK HOUSING LOAN APPLICATION
	CANDIDATES DECLARATION
	ABSTRACT
	ACKNOWLEDGEMENTS
	TABLE OF CONTENTS
	LIST OF TABLES
	LIST OF FIGURES
	LIST OF ABBREVIATIONS
	CHAPTER 1 INTRODUCTION
	1.0. Preamble
	1.1 Motivation Of Study
	1.2 Problem Statement
	1.3 Objectives Of Study
	1.4 Research Questions

	1.5 Scope of Research
	1.6 Contributions of Ruearch
	1.7 Organisation of Study

	CHAPTER 2 BACKGROUND OF STUDY
	2.0. Introduction
	2.1 Housing Lonn Application Process.
	2.2 Requirement for Anti-Fraud Detection System.
	2.2.1 Guidelines on Minimum Audit Standards for Internal Auditor of Financial Institutions (BNM/RH/GL/013-l)
	2.2.2 Guidelines on Risk-Weighted Capital Adequacy Framework (BASEL ll)- Internal Capital Adequacy Assessment Process (Pillar 2) (BNM/RH/GL00l-33)
	2.2.3 Guidelines on Risk Management and Internal Controls for Conduct of Money Services Business (BNM/RH/CP 022-2)
	2.2.4 Maybank Group Anti-Fraud Policy (PP\CB\GEN\0041\01)

	2.3 Maybank’s Strategy on Combating Fraud
	2.3.1 Anti-Fraud Culture
	2.3.2 Fraud Prevention
	2.3.3 Detection
	2.3.4 Investigation
	2.3.5 Remedy


	CHAPTER 3 RESEARCH ISSUES
	3.0. Introduction
	3.1 Increasing in Fraud Cases
	3.2 Weakness of Existing Soft Fraud Rules
	3.3 Method of Investigation
	3.3.1 Data Determination
	3.3.2 Data Collection
	3.3.3 Demographic Profiles
	3.3.4 Implemen tation of Statistical Tools


	CHAPTER 4 RESULTS OF FINDINGS
	4.0. Introduction
	4.1. Correlation Matrix
	4.2. Kaiser-Meyer-Olkin (KMO)
	4.3 Factor Analysis

	CHAPTER 5 CONCLUSION AND RECOMMENDATIONS
	5.0. Conclusion
	5.1. Recommendations
	5.1.1 CCRIS lnformafion
	5.1.2 Age
	5.1.3 Affordability
	5.1.4 Employment

	5.2 Limitations of Study

	Bibliography



