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Summary:
 Mortgage TrueView’s HMDA Insight Dashboards1 show that the 10 largest lenders reporting
Denial Reason Codes (“DRCs”) demonstrate over-weighted use of certain DRCs indicating an
adjustment is required to properly state Incomplete Action Taken rates.
Chart 1 | DRC Distribution : 10 Largest DRC Reporting Lenders

Analysis:
Table 1 presents the DRC reporting profile for the 10 largest lenders reporting DRCs and indicates that two
DRCs - Insufficient Cash and Credit Application Incomplete – are significantly over-weighted. Further analysis
indicates:


Both Insufficient Cash and
Credit Application Incomplete
DRCs are over-weighted for
2010, 2011, 2012 and 2013.



Insufficient Cash (Table 2) and
Credit Application Incomplete
usage rates (Table 3) are
disproportionately used by
approximately half of the 10
largest DRC reporting lenders.

The reason(s) for the highlighted
rates – representing significant
usage rates for the indicated Respondents – shown in Tables 2 and 3 cannot be fully substantiated based on
available HMDA data. However, research suggests that the rates may be due to operational protocols
regarding the disposition of applications within regulatory timelines. This view is substantiated by the fact that
Mortgage TrueView Dashboards can be accessed by 2015 HMDA Survey participants using their complementary
access credentials. Non-participants may obtain credentials by sending a request to HMDA@mortgagetrueview.com.
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the Incomplete Action Taken rates – an analogue of Credit Application Incomplete – for the lenders
highlighted in Table 3 are below the overall average rate.
This analogue prompts a critical
question – how does an
application denied on the basis
of an incomplete credit
application substantively differ
from an application reported as
Incomplete Action Taken?
Statutorily, an application’s
Action Taken status is reported
as Incomplete if (a) the lender
sent a written notice of
incompleteness to the
applicant pursuant to Section 1002.9(c)(2) of Regulation B and (b) the applicant did not respond to the
request. Guidelines for the use of DRC 7 are less declarative and burdensome.
Despite the statutory guidelines,
Credit Application Incomplete
and Incomplete Action Taken
are substantively the same and,
as indicated in Table 3,
reclassification of loans denied
due to an incomplete credit
application to Incomplete Action
Taken is reasonable and
necessary. The impact of this
reclassification is shown in
Chart 2.
Chart 2 | Adjusted Denied and Incomplete Rates

*****
Our next HMDA Insight
provides additional insight
into how Denial Reason Code
activity can enhance the
evaluation of a lender’s
lending profile.

“It is a capital mistake to theorize before one has data. Insensibly one begins to twist facts to suit
theories, instead of theories to suit facts.” ― The Adventures of Sherlock Holmes, A Scandal in Bohemia
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