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Research Update:

Radian Upgraded To 'BBB-' On Improved
Financial Flexibility; Outlook Positive

Overview

« W view Radi an as having sufficient access to the capital markets, which
enables it to inprove its | everage and debt maturity profile, |eading us
to reassess its financial flexibility as adequate.

« W are raising our ratings on the Radi an conpani es.

« The positive outlook reflects the potential for Radian to reduce
| everage, address concentration risk, and further strengthen
ri sk-adjusted capital

Rating Action

On March 14, 2016, Standard & Poor's Ratings Services raised its financial
strength and long-termissuer credit ratings on Radian Guaranty Inc. and Radi an
Mort gage I nsurance Inc. to "BBB-' from'BB+', and raised its long-termissuer
credit rating on Radian Group Inc. to 'BB-' from'B+ . At the sane tine, we
assigned our 'BB-' issue rating to the approximately $325 million senior notes
i ssued by Radian Group Inc. The outlook is positive

Rationale

The rating action on Radian Group and its subsidiaries is driven by our

i mproved view of the conpany's financial flexibility. W view the company as
havi ng sufficient access to the capital nmarkets to enable it to address
concentration in its debt-maturity profile and inplement its

capi t al - managenent plan. Qur updated view of adequate financial flexibility is
al so supported by the inproving trend in financial |everage during the next
few years, hel ped by strong earnings and capital build-up.

The ratings on the senior notes reflect those on Radian G oup Inc. The conpany
intends to use the net proceeds fromthis offer together with shares of its
common stock to purchase sone of its outstanding 2019 convertible notes and

ot herwi se for working capital and other general corporate purposes, which may
i ncl ude repurchasing its common stock and redeem ng or repurchasi ng ot her

out st andi ng 2019 convertibl e notes and 2017 convertible notes. Prior to this
debt issuance, the conpany repurchased 9.4 mllion shares to help facilitate
its capital -managenent plan to redeenm repurchase 2019 convertible notes. Wth
the issuance, the leverage will increase until conpany utilizes the proceeds
to retire targeted maturities. However, based on market tim ng and conditions,
there is sone execution risk, especially with 2019 convertibles, in which case
the | everage can renai n somewhat el evated. We expect the financial |everage to
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be around 32% for 2016 and fi xed-charge coverage to be around 6x.

Further supporting our ratings are the conpany's adequate conpetitive position
and our expectation of upper adequate capitalization. Tightened post-crisis
underwriting and strong credit quality are producing strong performance in
nore recent vintages, which along with declining | osses fromthe | egacy

busi ness is driving significant inprovenent in operating perfornmance and

hel ping i mprove capitalization. Wth the inprovenent in financial |everage,
the drag from excess double | everage is al so dimnishing. The capitalization
could further benefit from additional nanagenment actions, including externa
rei nsurance support.

Outlook

The positive outlook reflects potential for continued inprovenent in Radian's
relative financial risk profile, aided by further decline in | everage and
reduced reliance on double |everage inmproving the quality of capital. W
expect upper-adequate capitalization over the near-term W expect Radian to
maintain its conpetitive position, supported by ongoing conpliance with
Private Mortgage Insurers Eligibility Requirements, which should enable it to
write new business and achi eve operating perfornmance in line with our
expectations. This is in spite of an expected increase in exposure as a result
of new busi ness volunes and an antici pated increase in persistency, partially
of fset by a decline in | egacy exposure, assuning the macroecononi ¢ environment
remai ns supportive.

Downside scenario

We can affirmthe rating if the inprovenent in |everage i s somewhat sl ower

t han our expectations. We can lower the ratings during the next two years if
capitalization declines to | ower-adequate as per our capital nodel and/or
financial |everage/coverage ratio deteriorates. This could result from an
earni ngs disruption that slows or inpairs capital build-up--including
deterioration in the econony--or increased capital requirements from

hi gher -t han- expect ed vol unmes of new busi ness with an expanded risk profile, or
fromincreased debt | oad. Further downside risk emanates fromthe potentia

for contingent liabilities that stretch Radian's resources materially.

Upside scenario

We could raise the ratings during the next six to 12 nonths if the conpany can
successfully execute its capital-mnagenent plan including
redeeni ng/ repur chasi ng 2019 converti bl e note and other de-I|everaging
strategies to reduce | everage (around 28% by year-end) and inproving the
debt-maturity profile. Together with inprovenent in relative capitalization as
a result of reduced drag from doubl e | everage, earnings accretion and ot her
capi tal -managenent initiatives such as external reinsurance can strengthen
Radi an's financial risk profile on a relative basis.
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Ratings Score Snapshot

To: From
Hol di ng Conpany Rati ng BB-/ Positive/-- B+/ Posi tive/ - -
Financial Strength Rating BBB-/ Positive/-- BB+ Positive/--
Anchor bbb bb+
Busi ness Risk Profile Satisfactory Satisfactory
| 1 CRA* Internediate Risk Intermedi ate Ri sk
Conpetitive Position Adequat e Adequat e
Financial Risk Profile Lower Adequate Less than Adequate
Capital & Earnings Upper Adequate Upper Adequate
Ri sk Position Moder ate Ri sk Moder at e Ri sk
Financial Flexibility Adequat e Less than Adequate
Modi fiers -1 0
ERM and Managenent 0 0
Ent erpri se Ri sk Managenent Adequat e Adequat e
Management & Gover nance Satisfactory Satisfactory
Hol i stic Analysis -1 0
Liquidity Strong Strong
Suppor t 0 0
G oup Support 0 0
Gover nment Support 0 0

*| nsurance | ndustry And Country Ri sk Assessment.

Related Criteria And Research

Key Credit Factors For The Mortgage | nsurance |ndustry, March 2, 2015
Mort gage | nsurer Capital Adequacy, March 2, 2015

Group Rating Methodol ogy, Nov. 19, 2013

I nsurers: Rating Methodol ogy, May 7, 2013

Enterprise R sk Managenent, My 7, 2013

Met hodol ogy: Managenment And Governance Credit Factors For Corporate
Entities And Insurers, Nov. 13, 2012

Ref i ned Met hodol ogy And Assunptions For Anal yzing Insurer Capital
Adequacy Using The Ri sk-Based | nsurance Capital Mdel, June 7, 2010
Use OF CreditWatch And Qutl ooks, Sept. 14, 2009

Hybrid Capital Handbook: Septenber 2008 Edition, Sept. 15, 2008
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Ratings List

Upgr aded
To From
Radi an Group Inc.
Counterparty Credit Rating
Local Currency BB-/ Posi tive/ - - B+/ Posi tive/ - -
Seni or Unsecured BB- B+

Radi an Mortgage | nsurance Inc.
Radi an Guaranty | nc.
Counterparty Credit Rating
Local Currency BBB-/ Posi tive/ - - BB+/ Positive/ - -
Fi nanci al Strength Rating
Local Currency BBB-/ Posi tive/ - - BB+/ Positive/ - -

New Rati ng

Radi an Group I nc.
Seni or Unsecur ed BB-

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neanings ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at ww. standardandpoors. com for further

i nformati on. Conplete ratings information is available to subscribers of

Rati ngsDi rect at www. gl obal creditportal.comand at www. spcapitaliqg.com All
ratings affected by this rating action can be found on Standard & Poor's
public Wb site at www standardandpoors.com Use the Ratings search box
located in the left colum.
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