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Executive Summary 

Preparing for the Nationwide Multi-State Licensing 
System (NMLS) exam is a significant step for aspiring 
mortgage loan officers (MLOs). The exam is challenging;  
it covers a range of topics from federal laws to ethics  
and requires a solid understanding of the mortgage 
industry’s rules and regulations. 

Many students find themselves making common  
mistakes that can slow down their progress or 
even jeopardize their chances of passing. However, 
understanding these common mistakes can significantly 
improve your chances of passing on the first try. 

Here’s a look at the top ten pitfalls to avoid when studying 
for the NMLS exam, how to prepare for them effectively, 
and actionable advice on how you can avoid them. 
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Not Following a Study Schedule 
One of the biggest mistakes a student can make is failing to set up a consistent study schedule. 
Without a plan, it’s easy to fall behind and resort to cramming, which is usually ineffective for an exam 
with such a broad range of topics. Additionally, inconsistent study habits can lead to knowledge gaps 
and reduced retention. 

How to Avoid This Mistake: 
•	 Develop a consistent study schedule that breaks down the SAFE MLO 

Test Outline into manageable sections. 

•	 Allocate specific, regular times each day or week dedicated solely to 
studying and hold yourself accountable to following this plan. 

•	 Make sure to schedule enough time for review before the test date. 

How to Avoid This Mistake: 
•	 Take multiple practice exams under timed conditions to get comfortable 

with the format and timing. 

•	 Focus on understanding why you got each question right or wrong, as this 
can reveal gaps in your knowledge. 

•	 Simulate test conditions by timing yourself and taking the practice test in a 
quiet environment. This will help you get comfortable with the test format 
and improve your time management skills. 

Skipping NMLS Practice Tests 
Many test-takers underestimate the importance of practice exams. The NMLS exam format may 
feel unfamiliar, so not taking practice tests can leave you unprepared for the actual experience. 
Practice exams are crucial for understanding both the exam format and timing. 

MISTAKE 1

MISTAKE 2
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Some students over-focus on topics they feel most comfortable with and neglect the areas where they’re 
less confident. This can lead to imbalances in preparation. Plus, avoiding challenging topics or areas of 
weakness can lead to gaps in your knowledge that could be detrimental on exam day. 

How to Avoid This Mistake: 
•	 Use the SAFE MLO Test Outline as a guide to balance your study  

sessions across all test areas. 

•	 Use diagnostic tests to identify weaknesses early and determine the areas  
that need more focus. 

•	 Dedicate extra time to topics you find challenging rather than avoiding them. 

•	 Set specific goals for each topic area to ensure all subjects receive adequate attention. 

•	 Utilize resources like tutoring, study groups, or online forums to strengthen your 
understanding of difficult topics. 

How to Avoid This Mistake: 
•	 Focus on grasping the “why” behind regulations and practices rather  

than just memorizing terms. 

•	 When studying laws or ethical standards, take time to understand their  
purpose and implications for MLOs. 

•	 Apply concepts through hypothetical scenarios to see how they function in 
real-life mortgage situations. 

•	 Focus on comprehending the underlying principles and real-world applications of each topic. 

•	 Engage with the material through teaching, discussing with peers, or applying concepts to 
hypothetical scenarios. 

Some students focus solely on memorization. While memorization is important, relying solely on it can 
hinder your ability to apply concepts during the exam. Rote memorization without true understanding can 
lead to difficulties when questions are phrased differently than expected. The NMLS exam often tests 
concepts in ways that require critical thinking, not just recall. Truly understanding the concepts, rather 
than rote memorization, is what’s crucial for applying knowledge to real-world scenarios.

Focusing Too Much on One Subject Area 
MISTAKE 3

Failing to Understand Key Concepts Thoroughly 
MISTAKE 4
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Some students concentrate heavily on federal laws and general mortgage knowledge but 
underestimate the importance of ethics and non-traditional mortgage lending, which make up 
a significant part of the exam. 

How to Avoid This Mistake: 
•	 Include ethics and non-traditional lending in your study plan, as these  

sections are critical for exam success. 

•	 Use case studies or real-world examples to understand ethical considerations in 
mortgage lending. 

•	 For non-traditional lending, focus on understanding the nuances of products like 
adjustable-rate mortgages (ARMs), Home Equity Lines of Credit (HELOCs), and 
government-backed loans. 

How to Avoid This Mistake: 
•	 After each practice test, go through every incorrect answer and analyze 

why you got it wrong. 

•	 Revisit those topics to reinforce your understanding. 

•	 Look for patterns in your mistakes to identify areas of weakness. 

•	 Take notes on these areas and focus on them in your next study session. 

Simply finishing a practice test isn’t enough – this can lead to repeated errors. Many students 
skip the valuable step of reviewing their incorrect answers, which means they miss out on a key 
opportunity to improve. 

Overlooking Ethics and Non-Traditional Mortgage Lending 
MISTAKE 5

Not Reviewing Incorrect Answers on Practice Tests 
MISTAKE 6
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Many students struggle with time management on the NMLS exam, spending too much time on certain 
questions and not leaving enough for others. Practicing time management is just as important as knowing 
the content. 

Rushing through preparation or starting too late is another common issue. Without proper time 
management, candidates often find themselves cramming at the last moment. 

How to Avoid This Mistake: 
•	 Use practice exams to hone your pacing, aiming to complete each question  

within a minute. 

•	 If you find yourself stuck, mark the question, move on, and return to it later. 

•	 Remember that the NMLS exam allows enough time if you’re well-prepared,  
so avoid overthinking each question. 

•	 Begin your studies well in advance to allow thorough understanding and retention. 

•	 Break down the syllabus into manageable sections and set weekly goals to track 
your progress. 

How to Avoid This Mistake: 
•	 Use only NMLS-approved and up-to-date study materials. 

•	 When in doubt, check the publication date or consult your course provider. 

•	 Reputable NMLS training providers update their pre-licensing education courses 
regularly, so ensure that you are using a trusted source.

Mortgage laws and industry standards evolve, and outdated materials can lead to misinformation. 
Relying on old textbooks, handouts, or online resources may not cover recent regulatory changes. 

Ignoring Time Management 
MISTAKE 7

Using Outdated Study Materials 
MISTAKE 8

https://www.oncourselearning.com/mortgage/new-license
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One of the most frequent mistakes candidates make is underestimating the complexity of the NMLS 
exam. Many assume that general knowledge or industry experience will suffice. 

However, the exam is challenging and comprehensive and is designed to test specific knowledge areas in 
detail. Passing the NMLS exam requires thorough preparation and a strategic approach.  

How to Avoid This Mistake: 
•	 Take the exam seriously from the start. 

•	 Design a study schedule that covers all exam topics systematically. 

•	 Study regularly to ensure you’re fully prepared. 

•	 Treat each study session seriously, even if the material feels manageable. 

•	 Avoid procrastinating or rushing through concepts, as even the seemingly simple 
topics may appear on the test in complex ways. 

•	 Be honest with yourself about areas of weakness, and don’t hesitate to seek additional 
help if necessary. 

•	 Familiarize yourself with the exam format, content outline, and types of questions 
through practice tests. 

How to Avoid This Mistake: 
•	 Prioritize sleep, exercise, and a balanced diet while preparing for the exam. 

•	 Incorporate short breaks into your study sessions to avoid burnout. 

•	 Practice stress management techniques like deep breathing or meditation to 
keep a calm mindset as test day approaches. 

Exam preparation can be stressful, and many students overlook the importance of self-care during the 
study period. Fatigue, stress, and burnout can negatively impact your concentration and retention. 

Underestimating the Exam’s Difficulty 
MISTAKE 9

Not Taking Care of Your Mental and Physical Health 
MISTAKE 10
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Bonus Mistakes to Avoid 

When it comes to a test as meaningful and challenging as the NMLS exam, it’s hard to narrow potential 
pitfalls down to just ten. Here are a few more mistakes to be sure to avoid. 

Not Practicing Under Exam Conditions:
Taking practice exams in a comfortable setting 
may not accurately prepare you for the pressures 
of exam day. 

Overloading Study Materials: 
Using too many resources can lead to information 
overload and confusion.  

Procrastinating Study Sessions:
Procrastination can lead to last-minute cramming, 
which is ineffective for long-term retention.

Skipping the MLO Content Outline:
The NMLS exam covers a wide range of topics. 
Overlooking the Mortgage Loan Originator (MLO) 
content outline can lead to inadequate preparation. 

Neglecting Test-Taking Strategies:
Even if you know the material, poor test-taking 
strategies can affect your performance.  

Forgetting to Register Early: 
Waiting too long to register for the exam can limit 
your choice of test dates and times.  

How to Avoid: 
Simulate exam conditions by taking timed practice 
exams in a quiet environment to mimic the actual test 
setting. Analyze your practice test results to identify 
patterns and adjust your study plan accordingly. 

How to Avoid: 
Select high-quality study materials, like OnCourse 
Learning’s resources, and stick to them. Quality 
over quantity will keep your study sessions focused 
and effective. 

How to Avoid: 
Start studying well in advance of your test 
date. Break down the material into manageable 
chunks and set milestones to keep your 
preparation on track. 

How to Avoid: 
Use the MLO content outline as a study guide. It 
details the topics covered, ensuring you don’t miss 
any critical areas. 

How to Avoid: 
Develop strategies such as process of elimination, 
time management, and reading questions thoroughly. 
These strategies can help you work more efficiently 
during the exam.

How to Avoid: 
Register for your exam early to secure your preferred 
date and time. This will also create a deadline that 
can motivate you to stick to your study plan. 
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Key Takeaways for Aspiring Mortgage Professionals 

The NMLS exam is rigorous, but with careful preparation and an awareness of common mistakes, you can 
set yourself up for success. Avoiding these common pitfalls will help you stay focused, organized, and 
confident as you work toward passing the test and earning your MLO license. 

By following a well-rounded study plan, you’ll be on your way to joining the ranks of qualified mortgage 
professionals ready to make a positive impact in the industry. 

At OnCourse Learning, we’re dedicated to providing you with the tools and resources needed to excel. 
Engage with us on your learning journey, and let’s make sure you pass the NMLS exam with flying colors!  

Ready to take your mortgage 
career to the next level? 
Our expert-led pre-licensing courses are the smartest way 
to start your new career in the mortgage industry or add a 
new state license.  

Get NMLS Exam Training

https://www.oncourselearning.com/mortgage/new-license

