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Ap
pe

nd
ix A

:  C
om

pa
ris

on
 of

 Ri
sk 

Fa
cto

rs 
Ev

alu
ate

d b
y D

U V
ers

ion
s 9

.3 a
nd

 10
.0 

Ris
k F

act
or 

Ho
w F

act
or 

is V
iew

ed
 in

 DU
 Ve

rsi
on

 9.3
 

Ch
an

ge
 wi

th 
DU

 Ve
rsi

on
 10

.0 
Cre

dit
 Hi

sto
ry 

bor
row

er 
has

 ha
ndl

ed 
cre

dit,
 bo

th n
ow

 an
d in

 the
 pa

st. 
An

 
old

er,
 es

tab
lish

ed 
his

tor
y

eve
n th

oug
h th

e a
cco

unt
s m

ay 
hav

e z
ero

 ba
lan

ces
wil

l ha
ve 

a m
ore

 po
siti

ve 
imp

act
 on

 the
 

 tha
n n

ew
ly e

sta
blis

hed
 ac

cou
nts

.  
A b

orr
ow

er 
wh

o h
as 

a r
ela

tive
ly n

ew
 cre

dit 
his

tor
y (a

 few
 

rec
ent

ly o
pen

ed 
acc

oun
ts) 

is n
ot a

uto
ma

tica
lly 

con
sid

ere
d a

 
hig

h c
red

it ri
sk.

 Ma
kin

g p
aym

ent
s a

s a
gre

ed 
on 

new
ly 

est
abl

ish
ed 

acc
oun

ts s
ign

ifie
s lo

we
r ri

sk 
tha

n n
ot m

aki
ng 

pay
me

nts
 as

 ag
ree

d. 

No
 ch

ang
e.  

De
lin

qu
en

t 
Ac

co
un

ts 
Pa

ym
ent

 his
tor

y is
 a s

ign
ific

ant
 fac

tor
 in 

the
 ev

alu
atio

n o
f th

e 
del

inq
uen

cie
s (3

0, 6
0, 9

0, o
r m

ore
 da

ys 
late

), t
he 

len
gth

 of 
tim

e s
inc

e th
e d

elin
que

nci
es,

 the
 nu

mb
er 

of a
cco

unt
s th

at 
we

re 
not

 pa
id a

s a
gre

ed,
 an

d th
e ty

pe 
of a

cco
unt

s w
ith 

del
inq

uen
cie

s.  
A p

aym
ent

 his
tor

y th
at i

ncl
ude

s b
ills

 tha
t ar

e 3
0 d

ays
 or

 mo
re 

pas
t-d

ue,
 or

 a h
isto

ry o
f pa

yin
g b

ills
 lat

e a
s e

vid
enc

ed 
by 

a 
num

ber
 of 

acc
oun

ts w
ith 

late
 pa

ym
ent

s, w
ill h

ave
 a n

ega
tive

 
imp

act
 on

 the
 bo

rro
w

mo
rtg

age
 loa

n la
te w

ill h
ave

 an
 ev

en 
mo

re 
neg

ativ
e im

pac
t on

 
the

 cre
dit 

pro
file

. T
he 

am
oun

t of
 tim

e th
at h

as 
ela

pse
d s

inc
e 

an 
acc

oun
t w

as 
del

inq
uen

t is
 an

 im
por

tan
t fa

cto
r in

clu
ded

 in 
the

 ev
alu

atio
n o

f th
e p

aym
ent

 his
tor

y. F
or 

exa
mp

le, 
a 3

0-d
ay 

late
 pa

ym
ent

 tha
t is

 les
s th

an 
thr

ee 
mo

nth
s o

ld i
ndi

cat
es 

a 
hig

her
 ris

k th
an 

a 3
0-d

ay 
late

 pa
ym

ent
 tha

t oc
cur

red
 se

ver
al 

yea
rs a

go.
 

Mo
rtg

age
 de

linq
uen

cie
s w

ill n
o lo

nge
r b

e v
iew

ed 
as 

hig
her

 ris
k th

an 
non

-m
ort

gag
e d

elin
que

nci
es.

  

Mo
rtg

ag
e 

Ac
co

un
ts 

Re
sea

rch
 ha

s s
how

n th
at b

orr
ow

ers
 wh

o h
ave

 no
 his

tor
y o

f 
mo

rtg
age

 ob
liga

tion
s re

pre
sen

t a 
hig

her
 ris

k th
an 

bor
row

ers
 

wh
o h

ave
 ha

d m
ort

gag
e o

blig
atio

ns.
 In 

add
itio

n, t
he 

rela
tion

shi
p b

etw
een

 the
 or

igin
al m

ort
gag

e b
ala

nce
 an

d th
e 

cur
ren

t un
pai

d b
ala

nce
 ha

s p
rov

en 
to b

e a
n in

dic
ato

r o
f ris

k. 
Th

e lo
we

r th
e p

erc
ent

age
 of 

prin
cip

al t
hat

 ha
s b

een
 pa

id d
ow

n 
on 

the
 mo

rtg
age

, th
e h

igh
er 

the
 ris

k. T
he 

len
gth

 of 
tim

e s
inc

e 

DU
 wi

ll n
o lo

nge
r vi

ew
 bo

rro
we

rs w
ith 

no 
mo

rtg
age

 
his

tor
y a

s a
 hig

her
 ris

k th
an 

tho
se 

wh
o h

ave
 ha

d 
mo

rtg
age

 ob
liga

tion
s. D

U w
ill i

nst
ead

 loo
k a

t ho
w 

the
 bo

rro
we

r m
ana

ges
 de

bt f
or

all 
typ

es 
of 

ins
tall

me
nt l

oan
s (m

ort
gag

es,
 au

to l
oan

s, s
tud

ent
 

loa
ns,

 etc
.). 
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a d
elin

que
ncy

 (if 
any

) h
as 

occ
urr

ed,
 the

 se
ver

ity 
of 

del
inq

uen
cy,

 an
d th

e a
ge 

of t
he 

mo
rtg

age
 ac

cou
nts

 ar
e a

lso
 

fac
tor

ed 
into

 the
 cre

dit 
ana

lys
is. 

Re
vo

lvin
g C

red
it 

Uti
liza

tio
n 

Th
e e

sta
blis

hm
ent

, us
e, a

nd 
am

oun
t of

 re
vol

vin
g c

red
it a

 
bor

row
er 

has
 av

aila
ble

 ar
e im

por
tan

t. G
ene

rall
y, t

he 
low

er 
the

 
bal

anc
es 

are
 on

 re
vol

vin
g c

red
it a

s a
 pe

rce
nta

ge 
of t

he 
cre

dit 
lim

it, t
he 

low
er 

the
 ris

k. A
 bo

rro
we

r w
hos

e r
evo

lvin
g c

red
it 

util
iza

tion
 is 

hig
h is

 co
nsi

der
ed 

a g
rea

ter
 ris

k th
an 

som
eon

e 
wh

o h
as 

a h
isto

ry o
f m

ana
gin

g h
is o

r h
er 

cre
dit 

car
d a

cco
unt

s 
mo

re 
con

ser
vat

ive
ly. 

Th
e tr

end
ed 

cre
dit 

dat
a w

ill b
e u

sed
 to 

eva
lua

te t
he 

rev
olv

ing
 cre

dit 
car

d 
acc

oun
ts. 

A b
orr

ow
er 

wh
o u

ses
 re

vol
vin

g a
cco

unt
s 

con
ser

vat
ive

ly (
low

 re
vol

vin
g c

red
it u

tiliz
atio

n 
and

/or
 re

gul
ar 

pay
off 

of r
evo

lvin
g b

ala
nce

) w
ill b

e 
con

sid
ere

d a
 low

er 
risk

. A
 bo

rro
we

r w
hos

e 
rev

olv
ing

 cre
dit 

util
iza

tion
 is 

hig
h a

nd/
or 

wh
o o

nly
 

ma
kes

 the
 mi

nim
um

 mo
nth

ly p
aym

ent
 ea

ch 
mo

nth
 

wil
l be

 co
nsi

der
ed 

hig
her

 ris
k a

s it
 ind

ica
tes

 the
 

bor
row

er 
ma

y h
ave

 tro
ubl

e m
aki

ng 
pay

me
nts

 in 
the

 
futu

re.
 

Pu
bli

c R
eco

rds
, 

Fo
rec

los
ure

s, 
an

d C
oll

ect
ion

 
Ac

co
un

ts 

A c
red

it h
isto

ry t
hat

 inc
lud

es 
any

 sig
nifi

can
t de

rog
ato

ry c
red

it 
eve

nt t
hat

 wa
s re

por
ted

 as
 a p

ubl
ic r

eco
rd,

 su
ch 

as 
ban

kru
ptc

y fi
ling

s, f
ore

clo
sur

es,
 de

eds
-in-

lieu
 of 

for
ecl

osu
re,

 
jud

gm
ent

s, t
ax 

lien
s, o

r a
cco

unt
s th

at h
ave

 be
en 

tur
ned

 ov
er 

to a
 co

llec
tion

 ag
enc

y, i
s c

ons
ide

red
 a h

igh
 ris

k. 
Th

e m
ore

 re
cen

tly 
suc

h e
ven

ts o
ccu

rre
d, t

he 
mo

re 
adv

ers
e 

the
 im

pac
t is

 on
 the

 cre
dit 

pro
file

. A
ltho

ugh
 mo

st p
ubl

ic r
eco

rd 
info

rm
atio

n is
 re

tain
ed 

in t
he 

cre
dit 

his
tor

y fo
r se

ven
 ye

ars
 (te

n 
yea

rs f
or 

ban
kru

ptc
ies

), a
s ti

me
 pa

sse
s, i

t do
es 

bec
om

e le
ss 

 

DU
 wi

ll a
lso

 co
nsi

der
 pr

efo
rec

los
ure

 sa
les

 an
d 

mo
rtg

age
 ch

arg
e-o

ffs 
as 

sig
nifi

can
t de

rog
ato

ry 
cre

dit 
eve

nts
.  

Inq
uir

ies
 

DU
 ev

alu
ate

s in
qui

ries
 ma

de 
wit

hin
 the

 mo
st r

ece
nt s

ix 
mo

nth
s o

f th
e c

red
it re

por
t da

te. 
His

tor
ica

lly,
 a h

igh
 nu

mb
er 

of 
inq

uiri
es 

can
 ind

ica
te a

 hig
her

 de
gre

e o
f ris

k. H
ow

eve
r, 

mu
ltip

le i
nqu

irie
s m

ade
 by

 se
ver

al c
red

itor
s w

ithi
n a

 sh
ort

 tim
e 

fra
me

 be
cau

se 
a b

orr
ow

er 
wa

s a
ttem

ptin
g to

 ob
tain

 the
 mo

st 
fav

ora
ble

 loa
n r

ate
 or

 ter
ms

 ge
ner

ally
 do

 no
t in

dic
ate

 hig
her

 
risk

 an
d a

re 
not

 co
nsi

der
ed 

as 
suc

h in
 the

 cre
dit 

eva
lua

tion
. 

Bo
rro

we
rs w

ho 
hav

e fr
equ

ent
ly a

ppl
ied

 for
, or

 ob
tain

ed,
 ne

w 
or 

add
itio

nal
 cre

dit 
rep

res
ent

 a h
igh

er 
risk

. 

DU
 wi

ll e
val

uat
e in

qui
ries

 ma
de 

wit
hin

 the
 mo

st 
rec

ent
 12

 mo
nth

s. H
ow

eve
r, m

ulti
ple

 inq
uiri

es 
ma

de 
by 

diff
ere

nt m
ort

gag
e le

nde
rs o

r d
iffe

ren
t 

aut
o lo

an 
cre

dito
rs i

n th
e s

am
e ti

me
fra

me
 wi

ll n
ot 

be 
vie

we
d b

y D
U a

s m
ulti

ple
 inq

uiri
es.

 

Eq
uit

y a
nd

LT
V

Th
e a

mo
unt

 of 
equ

ity 
in t

he 
pro

per
ty i

s a
 ve

ry i
mp

ort
ant

 
com

pon
ent

 of 
the

 ris
k a

nal
ysi

s. R
ese

arc
h h

as 
sho

wn
 tha

t a 
bor

row
er 

wh
o m

ake
s a

 lar
ge 

dow
n p

aym
ent

 or
 wh

o h
as 

con
sid

era
ble

 eq
uity

 in 
his

 or
 he

r p
rop

ert
y is

 les
s li

kel
y to

 

No
 ch

ang
e.
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bec
om

e d
elin

que
nt o

n a
 mo

rtg
age

 loa
n th

an 
a b

orr
ow

er 
wh

o 
ma

kes
 a s

ma
ll d

ow
n p

aym
ent

 or
 ha

s a
 sm

all 
am

oun
t of

 eq
uity

 
in a

 pr
ope

rty.
 In 

oth
er 

wo
rds

, th
e m

ore
 eq

uity
 a b

orr
ow

er 
has

 
in t

he 
pro

per
ty, 

the
 low

er 
the

 ris
k a

sso
cia

ted
 wi

th t
he 

 
DU

 ma
y u

se 
a lo

w L
TV

 ra
tio 

to o
ffse

t ot
her

 ris
ks 

tha
t it 

ma
y 

ide
ntif

y in
 the

 loa
n a

ppl
ica

tion
. 

Liq
uid

 Re
ser

ves
 

Liq
uid

 re
ser

ves
 ar

e th
ose

 fin
anc

ial 
ass

ets
 tha

t ar
e a

vai
lab

le t
o 

a b
orr

ow
er 

afte
r a

 loa
n c

los
es.

 Re
ser

ves
 ar

e c
alc

ula
ted

 as
 the

 
tota

l am
oun

t of
 liq

uid
 as

set
s re

ma
inin

g a
fter

 the
 loa

n 
tra

nsa
ctio

n c
los

es 
div

ide
d b

y th
e q

ual
ifyi

ng 
pay

me
nt a

mo
unt

.  
DU

 co
nsi

der
s h

igh
er 

am
oun

ts o
f liq

uid
 re

ser
ves

 as
 mo

re 
fav

ora
ble

 tha
n lo

we
r a

mo
unt

s o
r n

o r
ese

rve
s. R

ese
arc

h h
as 

sho
wn

 tha
t m

ort
gag

es 
to b

orr
ow

ers
 wi

th h
igh

er 
am

oun
ts o

f 
liqu

id r
ese

rve
s te

nd 
to h

ave
 low

er 
del

inq
uen

cy 
rat

es.
 As

 wi
th a

 
low

 LT
V r

atio
, D

U m
ay 

con
sid

er 
hig

h a
mo

unt
s o

f re
ser

ves
 as

 
an 

offs
et f

or 
oth

er 
risk

s th
at i

t m
ay 

ide
ntif

y in
 the

 loa
n 

app
lica

tion
. 

No
 ch

ang
e.  

Lo
an

 Pu
rpo

se 
Th

ere
 is 

a c
ert

ain
 lev

el o
f ris

k a
sso

cia
ted

 wi
th e

ver
y 

tra
nsa

ctio
n, w

het
her

 it i
s a

 pu
rch

ase
 or

 a r
efin

anc
e. 

Pu
rch

ase
 tra

nsa
ctio

ns 
con

tinu
e to

 re
pre

sen
t le

ss 
risk

 tha
n 

ref
ina

nce
 tra

nsa
ctio

ns.
 W

hen
 ev

alu
atin

g r
efin

anc
e 

tra
nsa

ctio
ns,

 a l
imi

ted
 ca

sh-
out

 re
fina

nce
 tra

nsa
ctio

n 
rep

res
ent

s le
ss 

risk
 tha

n a
 ca

sh-
out

 re
fina

nce
 tra

nsa
ctio

n, a
nd 

low
er 

LT
V/C

LT
V r

efin
anc

e tr
ans

act
ion

s w
ill b

e v
iew

ed 
as 

rep
res

ent
ing

 les
s ri

sk 
tha

n h
igh

er 
LT

V/C
LT

V r
efin

anc
e 

tra
nsa

ctio
ns.

  
On

 co
nst

ruc
tion

-to
-pe

rm
ane

nt t
ran

sac
tion

s, D
U w

ill c
ont

inu
e 

to d
ete

rm
ine

 the
 pu

rpo
se 

of r
efin

anc
e b

ase
d o

n th
e a

mo
unt

 of 
cas

h th
e b

orr
ow

er 
is r

ece
ivin

g a
t cl

osi
ng.

 

DU
 wi

ll n
o lo

nge
r co

nsi
der

 the
 LT

V/C
LT

V w
hen

 
eva

lua
ting

 the
 ris

k o
f re

fina
nce

 tra
nsa

ctio
ns.

 
Pu

rch
ase

 tra
nsa

ctio
ns 

wil
l co

ntin
ue 

to r
epr

ese
nt 

les
s ri

sk,
 fol

low
ed 

by 
lim

ited
 ca

sh-
out

 re
fina

nce
 

tra
nsa

ctio
ns,

 an
d c

ash
-ou

t re
fina

nce
 tra

nsa
ctio

ns 
as 

the
 hig

hes
t ris

k le
vel

.  

Lo
an

 Te
rm

 
Re

sea
rch

 ha
s s

how
n th

at m
ort

gag
es 

to b
orr

ow
ers

 wh
o 

cho
ose

 to 
fina

nce
 the

ir m
ort

gag
es 

ove
r sh

ort
er 

ter
ms

 an
d 

bui
ld u

p e
qui

ty i
n th

eir 
pro

per
ties

fas
ter

 ge
ner

ally
 ten

d to
 

per
for

m b
ette

r th
an 

mo
rtg

age
s w

ith 
lon

ger
 am

ort
iza

tion
 

per
iod

s.

No
 ch

ang
e.  
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Lo
an

 
Am

ort
iza

tio
n 

Ty
pe

 
Re

sea
rch

 ha
s s

how
n th

at t
her

e is
 a d

iffe
ren

ce 
in l

oan
 

per
for

ma
nce

 ba
sed

 on
 the

 ma
nne

r in
 wh

ich
 the

 mo
rtg

age
 

am
ort

ize
s. F

ixe
d-r

ate
 mo

rtg
age

s w
ill b

e v
iew

ed 
as 

rep
res

ent
ing

 les
s ri

sk 
tha

n a
dju

sta
ble

-ra
te m

ort
gag

es.
 

No
 ch

ang
e. 

Oc
cu

pa
nc

y T
yp

e 
Pe

rfo
rm

anc
e s

tati
stic

s o
n in

ves
tor

 loa
ns 

are
 no

tab
ly w

ors
e 

tha
n th

ose
 of 

ow
ner

-oc
cup

ied
 or

 se
con

d h
om

e lo
ans

, 
esp

eci
ally

 at 
hig

her
 LT

V r
atio

s. T
her

efo
re,

 DU
 wi

ll a
ssi

gn 
a 

hig
her

 lev
el o

f ris
k to

 all
 inv

est
me

nt p
rop

ert
y tr

ans
act

ion
s. 

DU
 wi

ll n
o lo

nge
r co

nsi
der

 the
 LT

V/C
LT

V w
hen

 
eva

lua
ting

 the
 ris

k o
f in

ves
tme

nt p
rop

ert
y 

tra
nsa

ctio
ns.

 Ow
ner

-oc
cup

ied
 tra

nsa
ctio

ns 
will

 
con

tinu
e to

 re
pre

sen
t le

ast
 ris

k, f
ollo

we
d b

y s
eco

nd 
hom

e tr
ans

act
ion

s, a
nd 

inv
est

me
nt p

rop
ert

y 
tra

nsa
ctio

ns 
as 

the
 hig

hes
t ris

k le
vel

.  
De

bt-
to-

Inc
om

e 
Ra

tio
 

-
to-

inc
om

e r
atio

 (D
TI 

rat
io),

 the
 low

er 
the

 as
soc

iate
d r

isk
. A

s 
the

 ra
tio 

inc
rea

ses
, th

e le
vel

 of 
risk

 als
o te

nds
 to 

inc
rea

se;
 an

d 
a h

igh
 ra

tio 
will

 ha
ve 

the
 gr

eat
est

 ad
ver

se 
imp

act
 on

 the
 

rec
om

me
nda

tion
 wh

en 
the

re 
are

 als
o o

the
r h

igh
-ris

k fa
cto

rs 
pre

sen
t. 

No
 ch

ang
e.  

Pro
pe

rty
 Ty

pe
 

An
oth

er 
imp

ort
ant

 fac
tor

 tha
t D

U c
ons

ide
rs i

n th
e r

isk
 an

aly
sis

 
is t

he 
col

late
ral 

or 
pro

per
ty t

ype
. D

U d
iffe

ren
tiat

es 
the

 ris
k 

bas
ed 

on 
the

 nu
mb

er 
of u

nits
, an

d in
 so

me
 ca

ses
 the

 pr
ope

rty 
typ

e (
e.g

., m
anu

fac
tur

ed 
hom

e).
  

Th
e le

vel
 of 

risk
 as

soc
iate

d w
ith 

eac
h p

rop
ert

y ty
pe 

is a
s 

foll
ow

s, s
tar

ting
 wi

th t
hos

e p
rop

ert
y ty

pes
 re

pre
sen

ting
 the

 
lea

st a
mo

unt
 of 

risk
: 

 
one

-un
it p

rop
ert

ies
;  

 
two

-, t
hre

e-,
 an

d fo
ur-

uni
t pr

ope
rtie

s;  
 

ma
nuf

act
ure

d h
om

es.
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Co
-bo

rro
we

rs 
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nsi

der
s th

e n
um

ber
 of 

bor
row

ers
 (w

ho 
hav

e tr
adi

tion
al 

cre
dit)

 on
 a m

ort
gag

e a
ppl

ica
tion

 in 
its 

eva
lua

tion
 be

cau
se,

 
gen

era
lly,

 the
 pr

ese
nce

 of 
mo

re 
tha

n o
ne 

bor
row

er 
wit

h 
tra

diti
ona

l cr
edi

t he
lps

 to 
red

uce
 ris

k. R
ese

arc
h h

as 
sho

wn
 

tha
t m

ort
gag

es 
tha

t ha
ve 

mo
re 

tha
n o

ne 
bor

row
er 

ten
d to

 
hav

e a
 low

er 
del

inq
uen

cy 
rat

e th
an 

mo
rtg

age
s w

ith 
one

 
bor

row
er.

 Ho
we

ver
, ad

diti
ona

l bo
rro

we
rs t

end
 to 

red
uce

 ris
k 

onl
y w

hen
 the

y h
ave

 go
od 

cre
dit 

his
tor

ies
.

No
 ch

ang
e.  
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mp
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me
nt i
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n v

ary
 fro

m y
ear

 to 
yea
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nd 

bec
aus

e o
f th

e in
cre

ase
d c

han
ce 

of 
une

ven
 ca
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flow
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elf-

em
plo

ym
ent

 int
rod

uce
s a

n 
add

itio
nal

 lay
er 

of r
isk
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a m

ort
gag

e lo
an 

app
lica
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 tha
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 no

t pr
ese

nt w
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sal
arie

d 
bor

row
ers

. R
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arc
h h

as 
sho

wn
 tha

t se
lf-

em
plo

yed
 bo

rro
we

rs t
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 to 
def

aul
t on

 the
ir 

mo
rtg

age
s m

ore
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en 
tha

n s
ala
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rro
we
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en 
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er 
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 fac

tor
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re 
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d c
ons

tan
t. 
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diti
ona
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ide
rat
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wh
en 

the
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ly b
orr

ow
er 
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 loa
n is

 se
lf-

em
plo

yed
 as

 his
/he

r p
rim
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 so

urc
e o

f in
com
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r 

wh
en 
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 bo

rro
we

rs o
n th

e lo
an 

are
 se

lf-
em

plo
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 the

ir p
rim
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e o

f in
com

e.  


