



Editor’s Note: Take a look inside one of the reports that Fannie Mae's new CU system is generating. (The new print edition of Working RE is in the mail. Are you a Working RE Subscriber?)
Collateral Underwriter: First Feedback
by Richard Hagar, SRA

Here is a snippet from a Collateral Underwriter report sent to lenders and not the appraiser. Take a good look at it. Few appraisers EVER see a report like this. They just receive the request for more data or corrections.

Look at the graphic. Note that the computer indicates 19 possible comparables, each is ranked 1-19.  Here’s what’s good for the appraiser:  all of the five comparables the appraiser selected are in the list of 19 (three3 sales + two listings). The appraiser’s comp #2 is at the top of the list – again, a good thing.

It would be bad if the appraiser selected comparables that were NOT in the top 19.  If all were out of the top 19 list, something is VERY wrong. But of course, it could be that the house has been massively remodeled, or is in really bad condition, or…there’s a million stories in the naked city.

Even better for the appraiser is if all of the comparables they selected are ranked at the top of the list. Since they are not, is it possible that the appraiser missed something? Is it possible that the appraiser knows something that the computer model does not? Is it possible that the appraiser is trying to hide something or reach a predetermined value that the lender would like?

Did the appraiser explain why his comparables are really superior to others or did he just pick some, throw them against the wall and hope nobody catches sloppy work?

The fact that something or someone is questioning appraisals is a GOOD THING.  We tried the path of banks not questioning the appraisal and look where it got us…. $7.2 trillion in economic harm. Why should appraisers be scared…..unless they are not confident in their work product?

Fannie Mae knows they can’t trust banks and history proves they must question appraisal quality. This AQM/CU system, perfect or not, is at least some type of QC of banks and appraisals. If the system works, it will be of benefit to all.

Jury of your Peers

Note that the CU is telling the appraiser that their data is different from others, so supply us with your proof that you are right.  In other words, appraisers are being challenged to prove that they are right, or prove that the other guy is wrong.  Provide the proof and move on. More time and cost? Yes, as anticipated.  So appraisers should improve their quality through education, backup their statements with proof and increase their fees.
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