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Increasing financial
pressures on Canadians
could lead to a spike in all
types of fraud, especially
mortgage and credit card
fraud in the final months
of 2022, even while incidents
of fraud across industry
sectors have started to
return to pre-pandemic
levels.




Mortgage Fraud Rates Remain Higher
Than 2019 Levels

The mortgage fraud rate dropped by 13.3 per cent in Q2 2022 when compared to the
highs of Q2 2021 but remains 29.5 per cent higher than before the pandemic. First-party
fraud is the most prevalent fraud in mortgage applications with applicants falsifying
their financials, income information or providing conflicting information. Equifax data
suggests that 92 per cent of mortgage fraud involves the false representation of
financial data: falsified bank statements, income and employment data or conflicting
information.

The mortgage fraud rate dropped by 13.3 per cent in
Q2 2022 when compared to the highs of Q2 2021,
but remains 29.5 per cent higher than before
the pandemic.

# Mortgage applications indexed at Q2 2019 % Mortgage Fraud Rate
130 0.30%

120

110
0.20%
100

0.10%
. I I
60 0.00%
Q219 Q319 Q419 Q120 Q220 Q320 Q420 Q121 Q221 Q321 Q421 Q122 Q222

B8 # Applications = Fraud Rate

Source: Equifax Canada

“The housing market has cooled with rising interest rates and it's becoming more
difficult to qualify for a mortgage, which may tempt some people to misrepresent
their financial information,” said Carl Davies, Head of Fraud & Identity, Equifax Canada.
“There was a huge increase in fraud rates in 2021 with record high mortgage
applications coupled with the race to qualify for high loan amounts. It's a slippery
slope because homebuyers who are misrepresenting their finances are likely
taking on debt they cannot handle, and they are breaking the law by committing
mortgage fraud.”



Shifting Trends in Credit Card Fraud

The Equifax report indicates that, at the height of the pandemic, there was a significant
increase in digital fraud especially for credit cards, banking, and deposit applications.
While in-person banking has resumed and the overall credit card fraud rate was down
13.5 per cent in Q2 2022, identity fraud remains the biggest threat for credit card

applications where 56 per cent of fraudulent applications are flagged as identity fraud.

“Even though consumer appetite for new credit cards declined during the pandemic
peak, we saw an increase in the fraud rate, especially third-party fraud,” said Davies.
“This fraud is largely driven by organized crime, which took full advantage of the pandemic
by creating synthetic identities and scamming government support programs,
businesses and consumers alike.”

“To spot and stop fraud, it's important to note that criminals usually follow the same
behaviours. If something is working for them, they will keep doing it. A combination
of technology and subject matter expertise is needed to identify and respond to
this type of fraud risk. Collaboration among all stakeholders is key so we can work
together and stay one step ahead of fraudsters,” said Davies.

Fraud in Auto, Banking and
Telecommunications

The auto fraud rate was down by 16.6 per cent in Q2 2022 when compared to Q2 2021,
with application volume down by 3.9 per cent. While over 90 per cent of auto fraud is
first-party fraud, the proportion of identity theft in auto applications is also on the rise.

There have been major shifts in banking and deposit fraud after government pandemic
support programs ended. While application volume rose by 28.2 per centin Q2 2022,
fraud rates dropped by 16.6 per cent when compared to the same time period in 2021.

The fraud rate in the telecommunications industry dropped by 3.2 per cent in Q2 2022
when compared to Q2 2021, but overall applications increased by 25.7 per cent.
Fraud trends in this industry are returning to 2019 patterns with a peak in Q2 2022
for fraud that occurs to facilitate the purchase of hardware.

“Early signs of financial stress are visible across consumer segments,” added Davies.
“Unfortunately, the economic landscape is ripe for us to see a quick uptick in fraud
for all industry sectors. Businesses of every stripe can mitigate fraud if they have the
data and solutions in place to adequately verify and validate consumers.”

“Even though
consumer appetite
for new credit cards
declined during the
pandemic peak, we
saw an increase in the
fraud rate, especially
third-party fraud.”

Carl Davies

Head of Fraud & Identity,
Equifax Canada




How Equifax can help you and your clients mitigate fraud and identity risks

Fraud continues to challenge risk managers in all sectors. The latest industry insights

can help you gain visibility into potential emerging and ongoing threats to your business.
Keeping up to date with fraud trends is critical as we move forward in today’s uncertain
economic environment.

Contact an Equifax Fraud Consulting Team member to learn more about
how we can help you reduce risk and loss due to fraud

Cherolle Prince David Paquette

Director, Fraud Consulting Bilingual Fraud Consultant (Quebec)
cherolle.prince@equifax.com david.paquette@equifax.com

Hussein Ezzat Sophia Rodopoulos

Fraud Consultant (Greater Toronto Area) Fraud Consultant (Greater Toronto Area)
hussein.ezzat@equifax.com s.rodopoulos@equifax.com

Lisa Kemp

Fraud Consultant (British Columbia)
lisa.kemp@equifax.com

Sign up to get the latest quarterly consumer trends and economic insights.
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About Equifax

At Equifax (NYSE: EFX), we believe knowledge drives progress. As a global data, analytics,
and technology company, we play an essential role in the global economy by helping
financial institutions, companies, employers, and government agencies make critical

decisions with greater confidence. Our unique blend of differentiated data, analytics,

and cloud technology drives insights to power decisions to move people forward.

Headquartered in Atlanta and supported by more than 14,000 employees worldwide,
Equifax operates or has investments in 24 countries in North America, Central and South
America, Europe, and the Asia Pacific region. For more information, visit Equifax.ca.
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