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Introduction  

Following the approval of VantageScore 4.0 and FICO 10T for mortgages delivered to the government-sponsored 

enterprises (GSEs), as well as the Federal Housing Administration’s (FHA) April 2026 announcement that both 

models will be permitted for FHA-insured mortgage underwriting, 1 important questions have emerged about the 

transition to a multiscore framework. In particular, the ability of lenders to choose which score to use for each 

individual loan has become a central discussion topic in the mortgage investment landscape. 

As of June 2026, mortgages can be underwritten using Classic FICO and VantageScore 4.0 (Vantage). Lenders are 

given discretion to choose which score is used at origination for individual loan approval and loan pricing; this is 

known as lender choice. While delivery of loans underwritten using Vantage has been low, it is likely that more 

mortgages will be delivered under Vantage in the future. Milliman previously conducted research showing that, 

without any changes to the current pricing system, lender choice would lead to an adverse selection bias in default 

rates across credit score cohorts, 2 which would require higher loan-level price adjustments (LLPA) 3 to produce 

revenue neutral pricing for the GSEs and higher mortgage rates for borrowers.4 This observation has been 

independently recreated in other industry research.5, 6, 7 

Prior Milliman analysis on lender choice has focused on a two-score environment (Classic FICO and Vantage) 

and was performed using data published by Freddie Mac and Fannie Mae. FICO Score 10T (FICO 10T) has also 

been validated and approved by the Federal Housing Finance Agency (FHFA), but FICO 10T is not yet accepted 

for loan delivery to the GSEs. Once accepted, lender choice will increase from a two-score environment to a  

three-score environment.  

On July 1, 2026, the GSEs published updated loan-level datasets, including historical VantageScore 4.0 and FICO 

10T, which could be appended on to their historical mortgage performance data. Leveraging the updated datasets, 

this paper evaluates the potential impact of adverse selection on mortgage default rates under a three-score 

environment, demonstrates how this effect might change if mortgages are exclusively underwritten using Vantage 

and FICO 10T in the future, and evaluates the dispersion between scores for individual borrowers.  

 

1. U.S. Department of Housing and Urban Development. (April 22, 2026). Homebuying advances into new era of credit score competition. 

Retrieved July 24, 2026, from https://www.hud.gov/news/hud-no-26-026.  

2. Glowacki, J., Huff, R., & Ludden, B. (October 29, 2025). “Lender choice” introduces a bias to default rates for mortgage underwriting.  

Milliman. Retrieved July 24, 2026, from https://us.milliman.com/en/insight/lender-choice-introduces-bias-mortgage-underwriting.  

3. Glowacki, J., Huff, R., & Ludden, B. (November 21, 2025). Assessing the impact of “lender choice” on loan-level price adjustments.  

Milliman. Retrieved July 24, 2026, from https://us.milliman.com/en/insight/lender-choice-loan-level-price-adjustments.  

4. Glowacki, J., Ludden, B., & Huff, R. (February 16, 2026). The impact of “lender choice” on mortgage pricing. Milliman. Retrieved July 24, 2026,  

from https://us.milliman.com/en/insight/impact-lender-choice-mortgage-pricing.  

5. Rossi, C. (February 9, 2026). Looming risk for mortgage credit and MBS investors from ‘Lender Choice.’ HousingWire. Retrieved July 24, 2026,  

from https://www.housingwire.com/articles/looming-risk-for-mortgage-credit-and-mbs-investors-from-lender-choice/.  

6. Goodman, L., Choi, J. H., & Hill, T. (August 18, 2025). Considerations for implementing new credit scores in mortgage lending. Urban Institute. 

Retrieved July 24, 2026, from https://www.urban.org/urban-wire/considerations-implementing-new-credit-scores-mortgage-lending.  

7. Pinto, E. J., Peter, T., & Li, S. (January 26, 2026). The credit score debate. AEI. Retrieved July 24, 2026,  

from https://www.aei.org/research-products/report/the-credit-score-debate/.  

https://www.hud.gov/news/hud-no-26-026
https://us.milliman.com/en/insight/lender-choice-introduces-bias-mortgage-underwriting
https://us.milliman.com/en/insight/lender-choice-loan-level-price-adjustments
https://us.milliman.com/en/insight/impact-lender-choice-mortgage-pricing
https://www.housingwire.com/articles/looming-risk-for-mortgage-credit-and-mbs-investors-from-lender-choice/
https://www.urban.org/urban-wire/considerations-implementing-new-credit-scores-mortgage-lending
https://www.aei.org/research-products/report/the-credit-score-debate/
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Our analysis results in the following conclusions: 

1. Lender choice under three credit scores resulted in a 45% average increase in default rates within traditional 

credit score cohorts. This is caused by a distortion related to borrowers moving up the credit score distribution 

having poorer performance relative to the borrowers they are now being grouped with. The same underlying 

mortgage pool is used to determine this conclusion, meaning the overall pool default rate did not change. 

Pricing frameworks calibrated on the historical data using a single score may not adequately perform within 

each score cohort. 

2. The default rate distortion when only FICO 10T and Vantage were used was 27%, on average, relative to 

the default rates under Classic FICO cohorts.  

3. When comparing the range of credit scores for individual borrowers, credit score cohort assignment varied by an 

average of two mortgage pricing levels. This suggests that there is sufficient disagreement between the three 

scores assigned to the same borrower that would modify the pricing by several increments depending on the 

score used. This observation supports the conclusion that there is a financial incentive for mortgage originators 

to select the highest score model for an individual borrower. 
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Data and definitions 

Freddie Mac and Fannie Mae (the Enterprises) publish loan performance datasets that include loan-level 

attributes relied on for underwriting and monthly performance data on guaranteed loans. In July 2024,  

the Enterprises published historical VantageScore credit scores that can be merged with the loan performance 

datasets. In July 2026, another update was provided that included added originations from 2023–2025 for 

Vantage and a new dataset containing scores for borrowers originated between 2011 and 2025 for FICO 10T. 

Milliman analyzed this data for this paper. 

Observations were dropped from the analysis dataset for the following reasons: 

▪ To make apples-to-apples comparisons between default rates, it is necessary to only observe borrowers who 

have all three scores. Milliman does not make any attempt to evaluate “unscorable” populations for any individual 

credit score in this analysis.  

▪ Origination years 2011 and 2012 lack substantial coverage of borrowers with the updated credit scores. To avoid 

drawing conclusions on these origination years based on a limited subset where the historical credit score was 

provided, Milliman removed these cohorts from the analysis. 

▪ This analysis focuses on two-year, 90-day delinquency rates. Because origination cohorts 2024 and 2025 do not 

have a full two-year period represented in the historical dataset, Milliman removed these cohorts from the 

analysis. The GSEs continue to update the historical performance data on a quarterly basis, therefore revisiting 

this analysis in the future will allow their inclusion. 

▪ Fannie Mae did not publish updated historical credit scores for borrowers originated under the Home Affordable 

Refinance Program (HARP). Historical scores were provided for HARP loans by Freddie Mac; however, Milliman 

recommends analyzing this population separately and drops them from this analysis.  

▪ Because of extraordinary forbearance policy during COVID-19 and a market downturn driven by an external, 

non-housing market-related shock, Milliman removes loans affected by the COVID-19 exposure from the 

analysis. This includes origination cohorts 2019–2021 and loans from the 2018 cohort originated in or after 

April. This is done to ensure there is no overlap with the performance window analyzed and the COVID-19 

exposure period.  

Figure 1 provides a summary of the data used in the analysis. Default is defined as any instance of 90 or more days 

delinquent within a two-year window from the first payment date. Milliman performed an analysis on 24-month default 

rates relative to lifetime default rates, and we found there is a high correlation (above 90%) between 24-month default 

rates and lifetime default rates. The total shown under “Excluding COVID-19” is the dataset used for the remainder of 

the report, conducting the study on 22 million mortgages. 

FIGURE 1: GSE ANALYSIS DATA SUMMARY STATISTICS 

ORIGINATION YEAR 

NUMBER OF 

MORTGAGES 

TWO-YEAR 

DEFAULT RATE 

2013 3,121,934 0.24% 

2014 2,428,362 0.41% 

2015 3,219,023 0.44% 

2016 3,956,505 0.67% 

2017 3,345,751 0.81% 

2018 3,056,372 3.15% 

2019 3,984,903 4.77% 

ORIGINATION YEAR 

NUMBER OF 

MORTGAGES 

TWO-YEAR 

DEFAULT RATE 

2020 8,886,332 1.28% 

2021 8,751,539 0.94% 

2022 3,377,188 1.72% 

2023 1,890,555 1.51% 

Excluding COVID-19 22,061,858 0.86% 

All Vintages 46,018,464 1.42% 
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Default is defined as a loan going 90-plus-days delinquent, entering foreclosure, or receiving loan modification within 

a two-year window from the first payment date. Loan modifications are included as defaults given that borrowers must 

demonstrate significant financial hardship preventing the payment on the mortgage to receive one.  

For this analysis, both Classic FICO and VantageScore are reported using the tri-merge methodology, which takes 

the median of credit scores reported by each credit bureau. This approach ensures similarity behind aggregation 

methods and is consistent with current policy. All credit scores are discrete and bound between 300 and 850.  

The mortgage lending industry is a highly competitive industry, and lenders often compete to offer the lowest interest 

rate they can offer profitably. In addition, the three credit bureaus announced they will provide VantageScore for free 

when a lender purchases a FICO score. Therefore, this analysis assumes that lenders will originate loans with the 

highest credit score, thus producing the lowest interest rate for the borrower.  

It is possible the ability of lenders to select the highest score among borrowers might be constrained by policy 

changes as the industry approaches implementation of multiple credit score options. This paper assumes that lenders 

have all three credit scores and deliver the loan using the highest credit score.  

These assumptions qualify the analysis as a worst-case scenario of 100% adverse selection. In practice, lenders may 

choose not to purchase all three scores or may not always originate borrowers using the most advantageous score 

due to unobservable factors. Given that the idiosyncratic nature of lender behavior is not measurable in the data, 

Milliman focuses on the 100% adverse selection scenario.  

Milliman defines two distinct lender choice scores for this paper. In the first case, Milliman considers the effect of a 

three-score lender choice environment: Lender Choice (3). Then, Milliman evaluates an environment where Classic 

FICO is no longer used to underwrite mortgages: Lender Choice (2). Both scores are defined below: 

Lender Choice (3) = MAX(Classic FICO, Vantage, FICO 10T) 

Lender Choice (2) = MAX(Vantage, FICO 10T) 

When performing this analysis, Milliman calculated frequencies and default rates within fixed 20-point score cohorts. 

Each credit score varies slightly in both distribution and the implied default rate.  

To demonstrate that effects from lender choice persist under a distribution neutral view, Milliman also analyzes 

frequencies and default rates within score deciles. Each score distribution is cut into 10 equal segments; borrowers 

then receive a decile designation (1–10) that they fall within for each score. When calculating the lender choice 

versions of the decile groups, borrowers are assigned the highest decile between scores. The methodology is defined 

below for both lender choice views: 

Lender Choice (3) Decile = MAX(Classic FICO Decile, Vantage Decile, FICO 10T Decile) 

Lender Choice (2) Decile = MAX(Vantage Decile, FICO 10T Decile) 

For example, if a borrower is assigned a Classic FICO decile of 5, a Vantage decile of 6, and a FICO 10T decile of 7, 

the assigned Lender Choice (3) decile would be 7. This is done to simulate assignment based on alternative pricing 

grids calibrated to the distributions of each individual score. Because of this, borrowers will not be evenly distributed 

across lender choice deciles. 
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Changes in the distributions of mortgages under lender choice 

Figure 2 shows summary statistics of mortgages across credit score ranges. The summary statistics are the 

distribution of mortgages, default rates, and the change in the default rate relative to Classic FICO. Milliman used 

Classic FICO as the baseline since the current mortgage pricing system is calibrated to it. The credit score cohorts 

had a width of 20 points to evaluate the data at a granular level.  

Potential differences between credit scores and mortgage pricing (e.g., is a 680 Classic FICO like a 680 Vantage?) 

were not considered in this table as updated pricing tables have not been publicly released. Milliman does not want to 

make assumptions about how pricing may or may not be adjusted. An early adopter of Vantage indicated loans would 

be priced under Vantage by deducting 20 points from the credit score and using the existing loan-level pricing grids to 

price the mortgage.8 That is, if a Vantage score was 760, the loan would be priced assuming a credit score of 740 

and the current pricing grid. Figure 2 is segmented into 20-point increments, consistent with this initial framework. 

FIGURE 2: DATA SUMMARY STATISTICS BY SCORE COHORT, ALL MORTGAGES 

 
LOAN DISTRIBUTION DEFAULT RATE 

CHANGE IN DEFAULT RATE 

RELATIVE TO CLASSIC FICO 

CREDIT 

SCORE 

CLASSIC 

FICO VANTAGE FICO 10T 

LENDER 

CHOICE (3) 

CLASSIC 

FICO VANTAGE FICO 10T 

LENDER 

CHOICE (3) VANTAGE FICO 10T 

LENDER 

CHOICE (3) 

[300,600) 0.0% 0.4% 0.5% 0.0% 9.75% 8.64% 9.89% 15.63% -11% 1% 60% 

[600,620) 0.0% 0.6% 0.7% 0.0% 5.77% 6.23% 6.42% 10.38% 8% 11% 80% 

[620,640) 1.3% 1.3% 1.4% 0.3% 5.15% 4.81% 4.92% 8.75% -7% -5% 70% 

[640,660) 2.5% 2.5% 2.6% 1.0% 4.06% 3.61% 3.68% 6.42% -11% -9% 58% 

[660,680) 4.1% 3.9% 4.2% 2.0% 2.87% 2.70% 2.59% 4.48% -6% -10% 56% 

[680,700) 6.9% 6.4% 6.2% 3.9% 2.00% 1.91% 1.85% 3.17% -4% -7% 59% 

[700,720) 9.2% 9.3% 8.3% 6.4% 1.37% 1.31% 1.25% 2.14% -4% -9% 57% 

[720,740) 10.8% 9.8% 10.3% 8.8% 0.95% 0.90% 0.84% 1.41% -5% -11% 49% 

[740,760) 13.1% 9.0% 11.9% 10.3% 0.63% 0.63% 0.56% 0.91% 1% -11% 46% 

[760,780) 16.6% 11.5% 13.0% 12.5% 0.37% 0.46% 0.37% 0.60% 26% 1% 64% 

[780,800) 20.6% 18.0% 13.6% 17.1% 0.20% 0.28% 0.25% 0.36% 39% 20% 78% 

[800,850] 14.7% 27.3% 27.3% 37.8% 0.14% 0.15% 0.14% 0.17% 5% 0% 17% 

Total 100% 100% 100% 100% 0.86% 0.86% 0.86% 0.86% 0% 0% 0% 

Average 752 760 759 777 
       

The distribution of loans under Lender Choice (3) shifted borrowers to the higher credit score cohorts. The average 

credit score under Lender Choice (3) was 777, which was approximately 20 points higher than the average for 

Vantage and FICO 10T, and approximately 25 points higher than Classic FICO. Both Vantage and FICO 10T 

classified more borrowers in the highest credit score cohorts, reflecting the ability of the scores to identify borrowers 

with very-low likelihood of default (demonstrated by the low actual default rates). The percentages of borrowers in the 

highest credit score cohorts in Figure 2 were 14.7%, 27.3%, 27.3%, and 37.8% under Classic FICO, Vantage,  

FICO 10T, and Lender Choice (3), respectively. Under lender choice, credit scores only experience upward migration 

relative to an individual score, explaining the shift in the distribution toward higher credit scores. It is notable that 

under Lender Choice (3), almost 40% of the mortgages are concentrated in the highest credit score cohort. 

 

8. Andres, C. (April 30, 2026). UWM rolls out dual-score option with VantageScore. National Mortgage Professional.  

Retrieved July 24, 2026, from https://nationalmortgageprofessional.com/news/uwm-rolls-out-dual-score-option-vantagescore.  

https://nationalmortgageprofessional.com/news/uwm-rolls-out-dual-score-option-vantagescore
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The default rate relative to Classic FICO increased within credit score cohorts under Lender Choice (3) across the 

entire credit score distribution, including borrowers in the [800, 850] cohort. While the pool-level default rate did not 

change (.86%), lender choice would have redistributed risks in a way where borrowers can only migrate up the credit 

score distribution, but not down. When measuring default rates within the traditional credit cohorts, this migration 

created a distortion. To demonstrate, Figure 3 provides a visual distribution of the credit score for each score and for 

Lender Choice (3). 

FIGURE 3: DISTRIBUTION OF BORROWERS (%) BY CREDIT SCORE COHORT, ALL MORTGAGES 

 

 

The distribution of scores for Classic FICO and FICO 10T generally showed a higher percent of mortgages in 

successive credit score cohorts, with the highest concentration of borrowers in the highest credit score range. 

The Vantage distribution had two local maximums: one at the highest cohort, [800, 850], and one around the 

[700,740) range.  

Under Lender Choice (3), the distribution of borrowers showed fewer borrowers in the lower credit score cohorts 

and more borrowers in the higher credit score cohorts. Both observations were attributable to the upward migration 

discussed previously and the definition of Lender Choice (3) used in this analysis, suggesting that the observed 

distribution shift is driven less by broad-based improvement in the credit scores and more by selective reclassification 

in areas of model disagreement. 
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Lender choice impact on observed default rates 

Milliman calculated default rates across credit score cohorts and credit scores from the data. Figure 4 shows 

the two-year default rate by credit score cohorts for Classic FICO, Vantage, FICO 10T, and Lender Choice (3). 

FIGURE 4: TWO-YEAR, 90-PLUS-DAY DELINQUENCY RATE BY CREDIT SCORE AND RATIOS BETWEEN CREDIT SCORE DEFAULTS 

BY COHORT 

 

 

Default rates under Lender Choice (3) were 20% to 70% greater than the default rate for the individual scores across 

cohorts. For the credit score cohort [700, 720), the default rates for each score were 1.37%, 1.31%, 1.25%, and 

2.14% for Classic FICO, Vantage, FICO 10T, and Lender Choice (3), respectively. The average default rate for the 

individual scores was 1.31% ((1.37% + 1.31% + 1.25%) / 3). The Lender Choice (3) default rate was 2.14%, which 

was 63% greater than the average default rate for the individual scores (63% = 2.14% / 1.31% -1). The higher default 

rates under lender choice were consistent with prior Milliman research, limited to only Classic FICO and Vantage;9 

adding a third credit score increased the default rate bias of lender choice. Our prior research using two scores 

estimated a 30% increase in default rates; this research indicates a greater increase in default rates. The overall 

default rate did not increase, however the redistribution of risks due to lender choice led to a distortion in the default 

rate relative to Classic FICO.  

Milliman calculated a default rate matrix of Classic FICO and Lender Choice (3) in Figure 5. The values in the matrix 

show the default rate for each credit score cohort. For example, the default rate for loans with a Classic FICO less 

than 600 was 9.75%. For loans with both a Classic FICO less than 600 and a Lender Choice (3) score less than 600, 

the empirical default rate was 15.63%. For loans with a Classic FICO less than 600 and a Lender Choice (3) between 

600 and 619, the empirical default rate was 11.99%. Figure 5 demonstrates that there is unique information in each 

credit score. That is, FICO 10T included information about borrowers that Classic FICO did not; the same is true for 

Vantage. Combined, the matrix of default rates generally shows consistent relationships where the higher the credit 

score, the lower the default rate across the other credit scores. 

 

9. Glowacki, J., Huff, R., & Ludden, B. (October 29, 2025), op. cit. 
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FIGURE 5: DEFAULT TRANSITION MATRIX, CLASSIC FICO AND LENDER CHOICE (3) 

  
LENDER CHOICE (3) 

 
 [300,600) [600,620) [620,640) [640,660) [660,680) [680,700) [700,720) [720,740) [740,760) [760,780) [780,800) [800,850] Total 

C
L

A
S

S
IC

 F
IC

O
 

[300,600) 15.63% 11.99% 7.90% 7.43% 6.06% 6.98% 3.85%      9.75% 

[600,620)  10.15% 7.41% 4.76% 4.10% 3.30% 2.65% 3.70% 3.41%    5.77% 

[620,640)   8.79% 5.58% 4.19% 3.36% 2.65% 2.38% 1.69% 1.51% 1.27% 1.07% 5.15% 

[640,660)    6.76% 4.03% 3.10% 2.49% 2.08% 1.42% 1.46% 1.16% 1.31% 4.06% 

[660,680)     4.71% 2.84% 2.16% 1.65% 1.32% 1.11% 0.76% 0.66% 2.87% 

[680,700)      3.30% 1.84% 1.42% 1.07% 0.90% 0.69% 0.44% 2.00% 

[700,720)       2.22% 1.18% 0.89% 0.73% 0.56% 0.34% 1.37% 

[720,740)        1.44% 0.76% 0.62% 0.45% 0.31% 0.95% 

[740,760)         0.93% 0.51% 0.41% 0.28% 0.63% 

[760,780)          0.58% 0.31% 0.19% 0.37% 

[780,800)           0.32% 0.14% 0.20% 

[800,850]            0.14% 0.14% 

 
Total 15.63% 10.38% 8.75% 6.42% 4.48% 3.17% 2.14% 1.41% 0.91% 0.60% 0.36% 0.17% 0.86% 

 

Milliman compared the row-wise totals (default rates under Classic FICO) to the column-wise totals (default rates 

under Lender Choice (3)) to measure the change in the default rate due to risk redistribution. For example, the default 

rate for borrowers within the Classic FICO cohort [700, 720) was 1.37%. The default rate for the same cohort under 

Lender Choice (3) was 2.14%. The relative increase was calculated as 2.14% / 1.37% = 57%. Performing this 

comparison across all cohorts and weighting the percentage changes by the lender choice distribution, the default 

rate was 45% higher on average. Implied default rates may be understated due to adverse selection if updated 

pricing grids do not account for distributional differences between credit scores and the impact of lender choice.  

To account for differences in credit scores between the credit score models, Milliman replicated the above analysis 

using score deciles rather than credit score cohorts. The data were grouped into 10 equal ranges for each score to 

account for distributional differences across scores. The decile for the Lender Choice (3) score was assigned to be 

the highest decile between Classic FICO, Vantage, and FICO 10T. Milliman found that the default rate bias 

decreased from 45% to 32%. These results suggest that distribution-specific pricing grids for each score could 

partially reduce adverse selection bias, but—assuming sufficient origination volume within each credit score  

cohort—the bias would likely persist. 
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An underwriting future without Classic FICO 

Following the full adoption of modernized credit scores, the industry may transition away from Classic FICO in the 

future. Milliman repeated the analysis described with a lender choice framework where the decision and pricing credit 

score would be the maximum score between only FICO 10T and Vantage, assuming Classic FICO is not pulled by 

the lenders. Figure 6 shows the default rate relativity for Lender Choice (2) and Lender Choice (3). The default rate 

relativity is shown as the default rate under each methodology relative to the default rate under Classic FICO.  

Classic FICO is used as the reference point because that is the current industry standard. 

FIGURE 6: DEFAULT RATE RELATIVITY TO CLASSIC FICO UNDER LENDER CHOICE (2) AND LENDER CHOICE (3) 

 

On average, the bias for Lender Choice (2) relative to Classic FICO is 27%. The bias for many credit score cohorts is 

greater than 27%; however, with the concentration of loans in the highest credit score cohort of 800 to 850, the 

weighted average is driven down. The default rates under Lender Choice (2), calculated using only FICO 10T and 

Vantage, are greater than the default rates under each score individually but lower than default rates under Lender 

Choice (3). This is consistent with the impact under all three scores and with Milliman’s prior research evaluating 

lender choice under Classic FICO and Vantage.  

Under the two-score environment, the adverse selection bias decreased because fewer scores would have been 

available for lenders to choose, reducing the level of adverse selection. However, the persistency of increased default 

rates implies that this effect is not an artifact of Classic FICO, but inherent to any situation where multiple scores are 

available.  

The default rate ratios shown in Figure 6 suggest that the approach taken by some early adopters, deducting 20 

points from Vantage scores and using the adjusted score for pricing purposes, may not be the ideal solution for 

integrating new scores, as the implied adjustment relative to Classic FICO varies across credit score cohorts. For 

example, for the highest credit score cohort, the default rates are more consistent with Classic FICO. For the credit 

score range of 760 to 800, the default rates could be 150% higher than the anticipated default rate using Classic 

FICO. Given that the relationship is non-linear, a more nuanced approach should be considered to align expected 

default between scores. 
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Credit score dispersion 

Milliman examined the amount of score dispersion (the differences between scores for the same borrower) in the 

data. The score range was calculated for each loan to measure the dispersion among the three individual scores and 

to assess how each compared to Classic FICO. The score range is defined below, using Classic FICO, FICO 10T, 

and Vantage scores for Lender Score (3), and using FICO 10T and Vantage scores for Lender Score (2): 

Score Range = Max(Score) – Min(Score) 

Figure 7 summarizes the distribution of this dispersion metric. The Lender Choice (3) mean score range was 40 

points across all loans in the dataset. This means, on average, the pricing for the loans would have varied by two 

pricing levels assuming 20-point LLPA increments and no adjustments to LLPA grids between scores. Approximately 

10% of the loans would have migrated by three pricing levels under Lender Choice (3); that is, the 90th percentile 

range was 71 points. Under Lender Choice (2), the mean range was 23 points. A lower range is expected with fewer 

scores. Under lender choice with only Classic FICO and Vantage, the mean range was 30 points. 

FIGURE 7: SCORE RANGE DISTRIBUTION SUMMARY, ALL LOANS 

SCORE RANGE DISTRIBUTION – SUMMARY TABLE 

Score Group Mean Score Range Median Score Range Std. Dev. Min. Max. P25 P75 P90 P95 

Lender Choice (3) 40 36 24.4 0 425 23 51 71 86 

Lender Choice (2) 23 19 19.1 0 321 9 32 48 59 

Classic FICO & Vantage 30 24 24.8 0 425 11 42 62 78 

Figure 8 presents the distribution of loans across various score range groupings using all three scores available. Most 

loans would have had different pricing under each of the credit scores because few loans had a score range between 

0 and 10 points, and the mode of the distribution was around the 20- to 40-point range. This means there would have 

been enough shift between scores to create dispersion of pricing, demonstrating there is an economic incentive for 

lenders to price loans under the highest credit score, as it would offer the most competitive rate to the borrower. 

FIGURE 8: DISTRIBUTION OF LOANS BY SCORE RANGE – LENDER CHOICE (3) 
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Figure 9 shows the score selected under the Lender Choice (3) framework across all score range buckets.  

In reviewing the data, Milliman observed that Classic FICO is most frequently the lowest score, and FICO 10T and 

Vantage are more often selected under the lender choice framework. In cases where the score range was lower  

(e.g., less than 20 points), the lender choice framework led to a near-uniform distribution across scores when 

selecting the highest. However, this pattern shifted as the degree of score disagreement increased. When the score 

range exceeded 20 points, Classic FICO was selected as the lender choice score in only 25% of cases; whereas 

FICO 10T and Vantage were selected 36% and 39% of the time, respectively. 

FIGURE 9: SELECTED SCORE UNDER THE LENDER CHOICE (3) FRAMEWORK, ALL SCORE RANGES 

  
PERCENTAGE OF CASES WITH THE HIGHEST SCORE 

SCORE RANGE LOAN COUNT CLASSIC FICO FICO 10T VANTAGE 

[0,10] 1,340,354  33.20% 36.50% 30.31% 

(10,20] 3,269,538  27.16% 39.79% 33.05% 

(20,30] 4,200,073  23.18% 41.55% 35.27% 

(30,40] 4,155,881  21.07% 41.38% 37.55% 

(40,50] 3,326,851  21.52% 39.01% 39.46% 

(50,60] 2,201,063  24.81% 33.30% 41.88% 

(60,70] 1,336,384  29.49% 26.63% 43.88% 

(70,80] 812,961  34.06% 20.89% 45.04% 

(80,90] 508,562  37.08% 16.97% 45.95% 

(90,100] 326,235  38.90% 14.68% 46.42% 

(100,270] 583,956  45.02% 14.20% 40.78% 

 

While this analysis establishes the foundation, a more detailed analysis into the relationship between score 

dispersion and default behavior can be addressed in a more thorough analysis. 
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Implications for mortgage credit providers 

Historical credit bureau data containing information on mortgage loans with Classic FICO, Vantage, and FICO 10T 

indicate that, on average, lender choice would have created a bias on borrower default rates. Taking a distribution-

neutral approach (i.e., deciles), the default rate distortion persisted, suggesting that mappings or alternative pricing 

may not reduce the default rate bias entirely. When looking at a scenario in which mortgages are only underwritten 

under FICO 10T or Vantage, the adverse selection bias is less, but still material.  

The implication for mortgage credit providers is that lender choice will result in higher expected default rates for the 

same credit score range and lower aggregate pricing. To produce equivalent guarantee fees and compensation for 

assuming credit risk, mortgage pricing will likely need to be adjusted through either increased average guarantee 

fees, LLPAs, or a combination of both.10 It is expected that Fannie Mae and Freddie Mac will release updated LLPAs 

for mortgages delivered under Vantage and may follow up with additional grids for FICO 10T once the score is 

approved for delivery. 

The impact of lender choice will depend on how many loans are underwritten and priced using each credit score.  

If origination volume under Vantage or FICO 10T is low, the impact of lender choice will be less. However, if there are 

equal originations under Classic FICO, FICO 10T, and Vantage, the impact of lender choice will be material and will 

require model adjustments and pricing adjustments for mortgages.  

Using Classic FICO, Vantage, and FICO 10T, this analysis demonstrates that any environment with multiple credit 

scores and lender choice will lead to inflated default rates due to adverse selection without careful consideration for 

pricing and risk adjustment. 

 

10. Glowacki, J., Ludden, B., & Huff, R. (February 16, 2026), op. cit. 
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Limitations 

There are limitations to the analysis presented in this report. This section describes the known limitations of the 

analysis.  

Borrowers in this sample were approved for a mortgage under Classic FICO. As a result, the dataset is censored to 

only borrowers with a Classic FICO score who met the underwriting guidelines, given the other risk attributes of the 

borrower. Milliman cannot quantify the impact of borrowers who would have originated under lender choice but were 

not actually originated under Classic FICO. 

This analysis used one specific default definition (either 90-plus-day delinquency or a loan modification occurred 

within the performance window).  

Mortgage default rates occur over the life of the mortgage. This analysis is limited to a 24-month performance 

window. This performance window is consistent with the default horizon used to develop credit scoring models (which 

are estimated on all types of credits) but less than the life of a mortgage. Milliman performed an analysis on 24-month 

default rates relative to lifetime default rates, and we found there is a high correlation (above 90%) between 24-month 

default rates and lifetime default rates. 

Mortgage defaults are influenced by both the credit profile of the borrower and economic conditions. The time periods 

used in this analysis generally represent a period of strong mortgage credit performance and home price 

appreciation. Mortgage defaults have historically been elevated during periods of home price declines. The data 

available and required to obtain a VantageScore or FICO 10T are limited to approximately calendar year 2013 and 

subsequent years, and the data required to evaluate the relative performance of these credit scores during periods 

where home prices declined do not exist. 

This analysis does not provide score-specific LLPA pricing grids. As a result, the adverse selection bias calculated is 

subject to change depending on how borrowers are grouped by credit score. Individual LLPA grids are expected to be 

released for Vantage and FICO 10T (when available) by Fannie Mae and Freddie Mac in the future, which will allow 

for the more precise calculation of the default rate increase. 

The analysis assumed that, whenever multiple scores were available, the lender would always select the highest one. 

In practice, lenders are expected to adopt a wide range of score selection policies that may not be as straightforward 

as choosing the highest of the three scores. Some lenders may take the median score, for example. 
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