Edgar Filing: RADIAN GROUP INC - Form 424B5

RADIAN GROUP INC
Form 424B5

May 08, 2014
Table of Contents

CALCULATION OF REGISTRATION FEE

Maximum
Title of each class of aggregate
securities offered offering price
5.500% Senior Notes due 2019 $300,000,000

(1) The filing fee is calculated in accordance with Rule 457(r) of the Securities Act of 1933, as amended.
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Registration No. 333-195738

Prospectus Supplement

(To Prospectus dated May 6, 2014)

$300,000,000

Radian Group Inc.

5.500% Senior Notes due 2019

Radian Group is offering $300,000,000 aggregate principal amount of its 5.500% Senior Notes due 2019. The notes will bear interest at a rate of
5.500% per year, payable semi-annually in arrears on June 1 and December 1 of each year, beginning on December 1, 2014. The notes will
mature on June 1, 2019 unless earlier redeemed. We may redeem the notes at any time or from time to time, in whole or in part, at a redemption
price as described in this prospectus supplement in the section entitled Description of Notes Optional Redemption.

The notes will be Radian Group s general unsecured, senior obligations and will rank equally in right of payment with all of its other existing and
future obligations that are unsecured and unsubordinated; senior in right of payment to Radian Group s existing and future obligations that are
expressly subordinated in right of payment to the notes; effectively subordinate to any of Radian Group s secured indebtedness to the extent of
the value of the assets securing such indebtedness; and structurally subordinated to all existing and future liabilities, including claims with

respect to insured policies and trade payables, of its subsidiaries.

Concurrently with this offering, Radian Group is offering 15,500,000 shares of its common stock (or 17,825,000 shares if the underwriters in
that offering exercise in full their option to purchase additional shares) in an underwritten offering pursuant to a separate prospectus supplement.

The notes will not be listed on any securities exchange or automated dealer quotation system.

Investing in the notes involves a high degree of risk. You should carefully consider the discussion under _Risk Factors beginning on page
S-7 of this prospectus supplement, on page 5 of the accompanying prospectus and in the reports we file with the Securities and
Exchange Commission that are incorporated by reference into this prospectus supplement and the accompanying prospectus.

Neither the Securities and Exchange Commission nor any state securities commission nor any other regulatory body has approved or
disapproved of these securities or determined if this prospectus supplement and the accompanying prospectus is truthful or complete.
Any representation to the contrary is a criminal offense.
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Per Note Total
Public offering price (1) 100.00% $ 300,000,000
Underwriting discounts and commissions 1.75% $ 5,250,000
Proceeds to Radian Group Inc. (before expenses) (1) 98.25% $ 294,750,000

(1)  Plus accrued interest, if any, from, and including, May 13, 2014.

The underwriters expect to deliver the notes in book-entry form only, through the facilities of The Depository Trust Company on or about May
13, 2014.

Bookrunning Manager

Goldman, Sachs & Co.

Prospectus Supplement dated May 7, 2014
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ABOUT THIS PROSPECTUS SUPPLEMENT

Unless the context otherwise requires, we use the terms Company, we, us, and our to refer to Radian Group Inc. and its subsidiaries. When we
use the term Radian Group we are only referring to Radian Group Inc. and not its subsidiaries.

This document is comprised of two parts. The first part is the prospectus supplement, which describes the specific terms of this note offering and
certain other matters relating to us and our financial condition, and it adds to and updates information contained in the accompanying prospectus
and documents incorporated by reference into this prospectus supplement and the accompanying prospectus. The second part is the
accompanying prospectus, dated May 6, 2014, which provides more general information about the securities Radian Group may offer from time
to time under the registration statement, some of which may not apply to the notes covered by this prospectus supplement. If there is a conflict
between the information contained in this prospectus supplement, on the one hand, and the information contained in the accompanying
prospectus, on the other hand, the information in this prospectus supplement will control. You should read both this prospectus supplement and
the accompanying prospectus together with the additional information described in Where You Can Find More Information and the documents
listed in Information Incorporated by Reference before you decide whether to invest in the notes.

In making an investment decision, you must rely on your own examination of the Company and the terms of this offering and the notes,
including the merits and risks involved. We are not making any representation to any purchaser of the notes regarding the legality of an
investment in the notes by such purchaser. You should not consider any information in this prospectus supplement or the accompanying
prospectus to be legal, business or tax advice. You should consult your own attorney, business advisor or tax advisor for legal, business and tax
advice regarding an investment in the notes.

You should rely only on the information contained in, or incorporated by reference into, this prospectus supplement and the accompanying
prospectus and any free writing prospectus that Radian Group authorizes to be distributed to you. Radian Group has not, and the underwriters
have not, authorized any other person to provide you with additional or different information. If anyone provides you with additional or different
information, you should not rely on it. Radian Group is not and the underwriters are not making an offer to sell the notes or soliciting an offer to
buy the notes in any jurisdiction where the offer or sale is not permitted. You should assume that the information appearing in this prospectus
supplement and the accompanying prospectus, any free writing prospectus and the documents incorporated by reference is accurate only as of
their respective dates. Our business, financial condition, results of operations and prospects may have changed materially since such respective
dates.

WHERE YOU CAN FIND MORE INFORMATION

We have filed with the Securities and Exchange Commission, or the SEC a registration statement on Form S-3, of which this prospectus
supplement and the accompanying prospectus are a part. This prospectus supplement and the accompanying prospectus do not contain all of the
information set forth in the registration statement and the exhibits and schedules to the registration statement. For further information with
respect to the Company and the notes offered hereby, you are referred to the registration statement, including the exhibits and schedules to the
registration statement. Statements contained in this prospectus supplement and the accompanying prospectus as to the contents of any contract or
other document referred to in, or incorporated by reference in, this prospectus supplement and the accompanying prospectus are not necessarily
complete and, where that contract or other document is an exhibit to the registration statement, each statement is qualified in all respects by the
exhibit to which the reference relates.
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We file annual, quarterly and current reports, proxy statements and other information with the SEC. These documents contain specific
information regarding us. These documents, including any exhibits and schedules, may be inspected without charge at the SEC s principal office
in Washington, D.C., and copies of all or any part of such documents may be obtained from the Public Reference Room of the SEC, 100 F
Street, N.E., Washington, D.C. 20549. Information on the operation of the Public Reference Room may be obtained by calling the SEC at
1-800-SEC-0330. The SEC also maintains a website that provides online access to reports, proxy and information statements and other
information regarding registrants that file electronically with the SEC at the address http://www.sec.gov. Radian Group s common stock is listed
on the New York Stock Exchange under the ticker symbol RDN. Our SEC filings are also available (free of charge) from our website at
www.radian.biz. Information contained on our website or any other website is not incorporated into this prospectus supplement or the
accompanying prospectus and does not constitute a part of this prospectus supplement or the accompanying prospectus.

iii
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

In addition to historical information, this prospectus supplement and the accompanying prospectus, including the information incorporated by

reference into this prospectus supplement and the accompanying prospectus, contain statements relating to events, developments or results that

we expect or anticipate may occur in the future. These statements are forward-looking statements within the meaning of Section 27A of the

Securities Act of 1933, as amended (the Securities Act ), Section 21E of the Securities Exchange Act of 1934, as amended (the Exchange Act ),

and the United States ( U.S. ) Private Securities Litigation Reform Act of 1995. In most cases, forward-looking statements may be identified by

words such as anticipate, may, will, could, should, would, expect, intend, plan, goal, contemplate, believe, estimate,
continue, seek, strategy, future, likely or the negative or other variations on these words and other similar expressions. These statements, wh

may include, without limitation, projections regarding our future performance and financial condition, are made on the basis of management s

current views and assumptions with respect to future events. Any forward-looking statement is not a guarantee of future performance and actual

results could differ materially from those contained in the forward-looking statement. These statements speak only as of the date they were

made, and we undertake no obligation to update or revise any forward-looking statements, whether as a result of new information, future events

or otherwise. We operate in a changing environment. New risks emerge from time to time and it is not possible for us to predict all risks that

may affect us. The forward-looking statements, as well as our prospects as a whole, are subject to risks and uncertainties that could cause actual

results to differ materially from those set forth in the forward-looking statements, including:

changes in general economic and political conditions, including unemployment rates, changes in the U.S. housing and mortgage
credit markets (including declines in home prices and property values), the performance of the U.S. or global economies, the amount
of liquidity in the capital or credit markets, changes or volatility in interest rates or consumer confidence and changes in credit
spreads, all of which may be impacted by, among other things, legislative activity or inactivity, actual or threatened downgrades of
U.S. government credit ratings, or actual or threatened defaults on U.S. government obligations;

changes in the way customers, investors, regulators or legislators perceive the strength of private mortgage insurers or financial
guaranty providers, in particular in light of the fact that certain of our former competitors have ceased writing new insurance business
and have been placed under supervision or receivership by insurance regulators;

catastrophic events, municipal and sovereign or sub-sovereign bankruptcy filings or other economic changes in geographic regions
where our mortgage insurance exposure is more concentrated or where we have financial guaranty exposure;

our ability to maintain sufficient holding company liquidity to meet our short- and long-term liquidity needs;

a reduction in, or prolonged period of depressed levels of, home mortgage originations due to reduced liquidity in the lending
market, tighter underwriting standards, or general reduced housing demand in the U.S., which may be exacerbated by regulations
impacting home mortgage originations, including requirements established under the Dodd-Frank Wall Street Reform and Consumer
Protection Act (the Dodd-Frank Act );

our ability to maintain an adequate risk-to-capital position, minimum policyholder position and other surplus requirements for
Radian Guaranty Inc. ( Radian Guaranty ), our principal mortgage insurance subsidiary, and an adequate minimum policyholder
position and surplus for our insurance subsidiaries that provide reinsurance or capital support to Radian Guaranty;

our ability to continue to effectively mitigate our mortgage insurance and financial guaranty losses;

a more rapid than expected decrease in the levels of mortgage insurance rescissions and claim denials, which have reduced our paid
losses and resulted in a significant reduction in our loss reserves,
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including a decrease in net rescissions or denials resulting from an increase in the number of successful challenges to previously
rescinded policies or claim denials (including as part of one or more settlements of disputed rescissions or denials), or by Fannie Mae
or Freddie Mac (the Government-Sponsored Enterprises or the GSEs ) intervening in or otherwise limiting our loss mitigation
practices, including settlements of disputes regarding loss mitigation activities;

the negative impact that our loss mitigation activities may have on our relationships with our customers and potential customers,
including the potential loss of current or future business and the heightened risk of disputes and litigation;

the need, in the event that we are unsuccessful in defending our loss mitigation activities, to increase our loss reserves for, and
reassume risk on, rescinded or cancelled loans or denied claims, and to pay additional claims, including amounts previously
curtailed;

any disruption in the servicing of mortgages covered by our insurance policies, as well as poor servicer performance;

adverse changes in the severity or frequency of losses associated with certain products that we formerly offered (and which remain a
small part of our insured portfolio) that are riskier than traditional mortgage insurance or financial guaranty insurance policies;

a substantial decrease in the persistency rates of our mortgage insurance policies, which has the effect of reducing our premium
income on our monthly premium policies and could decrease the profitability of our mortgage insurance business;

heightened competition for our mortgage insurance business from others such as the Federal Housing Administration, the U.S.
Department of Veterans Affairs and other private mortgage insurers, including with respect to other private mortgage insurers, those
that have been assigned higher ratings than we have, that may have access to greater amounts of capital than we do, that are less
dependent on capital support from their subsidiaries than we are or that are new entrants to the industry, and therefore, are not
burdened by legacy obligations;

changes in requirements for Radian Guaranty to remain an eligible insurer to the GSEs (which are expected to be released in draft
form for public comment as early as the second quarter of 2014, and to become effective following an implementation period), which
may include, among other items, more onerous risk-to-capital ratio requirements, capital requirements based on a variety of risk
characteristics and measures of credit quality and a limitation on the amount of capital credit available for Radian Guaranty s equity
in its subsidiaries, including capital attributable to our financial guaranty business; the form of the new eligibility requirements and
the timeframe for their implementation remain uncertain, and we cannot give any assurances as to their potential impact on us;

changes in the charters or business practices of, or rules or regulations applicable to, the GSEs;

changes to the current system of housing finance, including the possibility of a new system in which private mortgage insurers are
not required or their products are significantly limited in effect or scope;

the effect of the Dodd-Frank Act on the financial services industry in general, and on our mortgage insurance and financial guaranty
businesses in particular, including whether and to what extent loans with private mortgage insurance may be considered qualified
residential mortgages for purposes of the Dodd-Frank Act securitization provisions;
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the application of existing federal or state laws and regulations, or changes in these laws and regulations or the way they are
interpreted, including, without limitation: (1) the resolution of existing, or the possibility of additional, lawsuits or investigations
(including in particular investigations and litigation relating to captive reinsurance arrangements under the Real Estate Settlement
Procedures Act of 1974); (2) changes to the Mortgage Guaranty Insurers Model Act (the Model Act ) being considered by the
National Association of Insurance Commissioners ( NAIC ) that could include more
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stringent capital and other requirements for Radian Guaranty in states that adopt the new Model Act in the future; and (3) legislative
and regulatory changes (a) impacting the demand for private mortgage insurance, (b) limiting or restricting the products we may
offer or increasing the amount of capital we are required to hold, (c) affecting the form in which we execute credit protection, or

(d) otherwise impacting our existing businesses or future prospects;

the amount and timing of potential payments or adjustments associated with federal or other tax examinations, including adjustments
proposed by the Internal Revenue Service ( IRS ) resulting from the examination of our 2000 through 2007 tax years, which we are
currently contesting;

the possibility that we may fail to estimate accurately the likelihood, magnitude and timing of losses in connection with establishing
loss reserves for our mortgage insurance or financial guaranty businesses, or to estimate accurately the fair value amounts of
derivative instruments in determining gains and losses on these instruments;

volatility in our earnings caused by changes in the fair value of our assets and liabilities carried at fair value, including our derivative
instruments, substantially all of our investment portfolio and certain of our long-term incentive compensation awards;

our ability to realize some or all of the tax benefits associated with our gross deferred tax assets ( DTAs ), which will depend, in part,
on our ability to generate sufficient sustainable taxable income in future periods;

changes in accounting principles generally accepted in the United States of America or statutory accounting principles, rules and
guidance, or their interpretation;

legal and other limitations on amounts we may receive from our subsidiaries as dividends or through our tax- and expense-sharing
arrangements with our subsidiaries; and

our pending acquisition of Clayton Holdings LLC ( Clayton ), including: the potential to not fully realize the benefits anticipated from
the acquisition, or to not realize such benefits during the anticipated time frame, including as a result of a loss of customers and/or
employees; the potential inability to successfully integrate Clayton s business with our business or the inability to complete such
integration during the anticipated time frame; the inability or decision to not complete the acquisition, or to not complete the
acquisition on a timely basis; the potential distraction of management time and attention; the risk that we are not able to finance the
acquisition as anticipated, or that, if the financing efforts are successful, we are not able to utilize the funds raised efficiently in the
event that we do not complete the acquisition.
For more information regarding these risks and uncertainties as well as certain additional risks that we face, investors should review the
discussion under Risk Factors in this prospectus supplement and the accompanying prospectus, the documents incorporated by reference into
this prospectus supplement and the accompanying prospectus, including the discussion under Risk Factors and Management s Discussion and
Analysis of Financial Condition and Results of Operations in our Annual Report on Form 10-K for the year ended December 31, 2013, and the
discussion under Risk Factors and Management s Discussion and Analysis of Financial Condition and Results of Operations in our Quarterly
Report on Form 10-Q for the quarter ended March 31, 2014, and those risks detailed in our subsequent reports and registration statements filed
from time to time with the SEC. We caution you not to place undue reliance on these forward-looking statements, which are current only as of
the date of the document in which they are included.

vi
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PROSPECTUS SUPPLEMENT SUMMARY

This summary contains basic information about us, Radian Group s notes and this offering. It highlights selected information contained in or
incorporated by reference in this prospectus supplement and the accompanying prospectus. Because this is a summary, it does not contain all of
the information that you should consider before investing in the notes. Before making an investment decision, you should read this entire
prospectus supplement, including the section entitled Risk Factors, the accompanying prospectus, our financial statements and the
accompanying notes to the financial statements and the other documents incorporated by reference into this prospectus supplement and the
accompanying prospectus.

About Radian Group Inc.
We are a credit enhancement company with a primary strategic focus on domestic first-lien residential mortgage insurance.

We have two business segments mortgage insurance and financial guaranty:

Our mortgage insurance segment provides credit-related insurance coverage, principally through private mortgage insurance, and
risk management services to mortgage lending institutions. We conduct our mortgage insurance business primarily through Radian
Guaranty, our principal mortgage insurance subsidiary.

Our financial guaranty segment has provided direct insurance and reinsurance on credit-based risks, and also offered credit
protection on various asset classes through financial guaranty policies and credit default swaps. Our principal financial guaranty
subsidiary, Radian Asset Assurance Inc. ( Radian Asset Assurance ), is a wholly-owned subsidiary of Radian Guaranty which allows
our financial guaranty business to serve as an important source of capital support for our mortgage insurance business. While Radian
Asset Assurance discontinued writing new financial guaranty business in 2008, it continues to provide financial guaranty insurance
on a portfolio of transactions, consisting primarily of public finance and structured finance transactions.
Our principal executive offices are located at 1601 Market Street, Philadelphia, Pennsylvania 19103. Our telephone number is (215) 231-1000.
We maintain a website at www.radian.biz where general information about us is available. We are not incorporating the contents of the website
into this prospectus supplement. Radian Group was incorporated in Delaware in 1991.

Recent Developments
Clayton Holdings.

On May 6, 2014, Radian Group entered into a Unit Purchase Agreement (the Purchase Agreement ) with Clayton, Paul T. Bossidy ( Bossidy ) and
Cobra Green LLC ( Cobra Green ), with a related guarantee of the obligations of Cobra Green by Greenfield Acquisition Partners V, L.P., an
affiliate of Cobra Green. Under the Purchase Agreement, at closing Radian Group will pay aggregate cash consideration of $305 million, which
includes repayment of Clayton s outstanding debt, to purchase all of the outstanding equity interests in Clayton, subject to customary purchase

price adjustments.

S-1
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Clayton is a leading provider of outsourced solutions to the mortgage industry, providing a full suite of outsourced services, information-based
analytics and specialty consulting for buyers and sellers of, and investors in, mortgage-related loans and securities and other debt instruments.
Clayton s services primarily include:

Loan Review/Due Diligence Loan-level due diligence for the mortgage and residential mortgage backed securities ( RMBS ) markets
through skilled professionals and proprietary technology, with offerings focused on credit underwriting, regulatory compliance and
collateral valuation;

Surveillance Third-party performance oversight, risk management and consulting services, with offerings focused on RMBS
surveillance, loan servicer oversight, reviews of loans in default and loan reviews for exception management;

Component Services Outsourced solutions focused on the REO (real estate owned) to rental market, REO-to-rental analysis and
management and REO-to-rental securitization reviews;

REO/Short-Sale Services REO asset and short sale management services, with offerings including residential and commercial REO
asset management, short-sale management and borrower outreach; and

EuroRisk Outsourced mortgage services in the United Kingdom and other locations, with offerings including due diligence services,
asset management, portfolio assessment and evaluation and consulting services.
Clayton s customers include a wide range of financial institutions, government sponsored entities, securitization trusts, investors, regulators and
other mortgage-related service providers in various capacities, including as mortgage originators, mortgage purchasers, mortgage-backed
securities issuers, mortgage-backed securities investors and mortgage servicers. For the twelve-month period ended December 31, 2013, Clayton
reported that it had net income of $9.1 million, which reflected, among other items, amortization of intangible assets of $10.8 million, and total
revenues of $135.0 million.

We expect to complete the transaction during the summer of 2014, subject to satisfaction of customary closing conditions, including expiration
of the applicable waiting period under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, receipt of certain state licensing approvals,
accuracy of representations and warranties, compliance with covenants and agreements and continued employment by Clayton s chief executive
officer and its president.

A copy of the Purchase Agreement has been filed as an exhibit to our Quarterly Report on Form 10-Q, and the foregoing description of the
Purchase Agreement is qualified by reference thereto.

Neither this offering nor the concurrent equity offering described immediately below is conditioned on the closing of the Clayton acquisition,
and we cannot assure you that the Clayton acquisition will be completed.

Concurrent Equity Offering.

Concurrently with the commencement of this offering of notes, Radian Group commenced an offering of 15,500,000 shares of its common stock
(or a total of 17,825,000 if the underwriters in that offering exercise in full their option to purchase additional shares) pursuant to a separate
prospectus supplement. We are undertaking the concurrent common stock offering in order to provide a portion of the funding for the Clayton
acquisition. There can be no assurances that the concurrent common stock offering will be completed or that the Clayton acquisition will be
completed. The completion of this offering of notes is not conditioned upon the completion of the concurrent common stock offering. This
prospectus supplement is not an offer to sell any such equity securities; any offer to sell such equity securities will be made only by a separate
prospectus.
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SUMMARY OF THE OFFERING

Summary details of the offering of the notes under this prospectus supplement and the accompanying prospectus are set forth below. Certain
terms and conditions described below are subject to important limitations and exceptions. The Description of the Notes section of this
prospectus supplement and the Description of Debt Securities  section of the accompanying prospectus contain a more detailed description of
the terms and conditions of the notes.

Issuer Radian Group Inc.

Securities Offered $300 million principal amount of 5.500% Senior Notes due 2019.

Maturity Date June 1, 2019.

Issue Price 100% of principal amount, plus accrued interest, if any, from May 13, 2014.

Interest 5.500% per annum. Interest will accrue from May 13, 2014, or from the most recent date

on which interest has been paid or duly provided for. Interest will be payable
semi-annually in arrears on June 1 and December 1 of each year, beginning on December
1, 2014, except as described in this prospectus supplement.

Optional Redemption We may redeem the notes, in whole or in part, at our option at any time or from time to
time prior to maturity at a redemption price equal to the greater of (i) 100% of the
aggregate principal amount of the notes to be redeemed and (ii) the make-whole amount,
which is the present value of the notes discounted at the Treasury Rate plus 50 basis
points, plus, in each case, accrued interest thereon to the redemption date. See

Description of Notes Optional Redemption.

Ranking The notes will be our senior unsecured obligations and will rank:

senior in right of payment to any of our existing and future indebtedness that is
expressly subordinated in right of payment to the notes;

equal in right of payment to our existing and future unsecured indebtedness that is not
so subordinated;

effectively subordinate to certain of our secured indebtedness, to the extent of the
value of the assets securing such indebtedness; and

structurally subordinated to all existing and future liabilities, including claims with
respect to insured policies and trade payables, of our subsidiaries.
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See Description of the Notes Ranking.

As of March 31, 2014, we had no secured debt outstanding. At that date, Radian Group
did have outstanding approximately $54.5 million principal amount of 5.375% Senior
Notes due in June 2015,
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$195.5 million principal amount of 9.00% Senior Notes due in June 2017, $450 million
principal amount of 3.00% Convertible Senior Notes due in November 2017, and $400
million principal amount of 2.25% Convertible Senior Notes due in March 2019. Under
the indentures governing Radian Group s 5.375% Senior Notes due in June 2015 and
Radian Group s 9.000% Senior Notes due in June 2017 and the indenture to be entered
into in connection with the notes offered hereby, however, any lien that we grant on the
stock of certain subsidiaries would also have to secure the indebtedness under those
indentures, which would cause all such indebtedness to rank equally and ratably. See
Description of Other Indebtedness.
As of March 31, 2014, our subsidiaries had approximately $145.2 million face value of indebtedness (exclusive of claims with respect to insured
policies and trade payables) that would effectively rank senior to the notes. This indebtedness is entirely comprised of secured indebtedness of
variable interest entities that are consolidated in our financial results pursuant to the accounting standard regarding variable interest entities.
Certain of our subsidiaries guarantee substantially all of that indebtedness. As adjusted to include the sale of the notes we are offering by this
prospectus supplement, assuming the consummation of the concurrent common stock offering discussed below, our total consolidated long-term
debt as of March 31, 2014 would have been approximately $1,183.9 million and would have represented approximately 46.6% of our total
capitalization as of that date. See Capitalization.

The indenture governing the notes does not limit the amount of debt that we may incur.

Use of Proceeds The net proceeds from this offering, after deducting the underwriting discounts and
commissions and estimated offering expenses, are expected to be approximately
$293,970,000.

We intend to use the net proceeds from this offering, together with the net proceeds of the
concurrent equity offering described under Prospectus Supplement Summary Recent
Developments Concurrent Equity Offering, to fund the purchase price for our pending
acquisition of Clayton and the related expenses of the transaction, to fund the early
redemption of Radian Group s $54.5 million principal amount of 5.375% Senior Notes
(the 2015 Senior Notes ) scheduled to mature on June 15, 2015 (the 2015 Note
Redemption ) and for working capital. In the event that we do not complete the Clayton
acquisition, we intend to use the funds for the 2015 Note Redemption and for general
corporate purposes, which may include working capital, investments in or advances to
our existing or future subsidiaries, and repurchases and redemptions of our other
outstanding securities. Pending the acquisition or such other use, we intend to use the net
proceeds to make short-term investments.

S-4
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Book-Entry Form

Absence of a Public Market for the Notes

U.S. Federal Tax Consequences

Trustee

Risk Factors

Table of Contents

The notes will initially be issued in book-entry form, represented by a global certificate
deposited with, or on behalf of, The Depository Trust Company, which we refer to as
DTC, and registered in the name of a nominee of DTC. Beneficial interests in any of the
notes will be shown on, and transfers will be effected only through, records maintained
by DTC or its nominee. Interests in the global certificate may be exchanged for
certificated securities only in limited circumstances. See Description of the

Notes Book-Entry, Settlement and Clearance.

The notes are a new issue of securities, and there is currently no established market for
the notes. Accordingly, we cannot assure you as to the development or liquidity of any
market for the notes. We do not intend to list the notes on any securities exchange or
automated dealer quotation system.

For a discussion of certain U.S. federal income tax consequences of holding and
disposing of the notes, see Certain U.S. Federal Income Tax Considerations.

U.S. Bank National Association

You should carefully consider the discussion under Risk Factors beginning on page S-7
of this prospectus supplement, page 5 of the accompanying prospectus and in the reports
we have filed with the SEC that are incorporated by reference into this prospectus
supplement and the accompanying prospectus to better understand the risks associated
with an investment in the notes.
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Ratio of Earnings to Fixed Charges

The following table sets forth our historical ratio of earnings to fixed charges and to combined fixed charges from continuing operations.
Earnings consist of income from continuing operations before income taxes, extraordinary items, cumulative effect of accounting changes,
equity in net income of affiliates and fixed charges. Fixed charges consist of interest expense and capitalized interest and an estimate of interest
expense within rental expense. Radian Group does not have any outstanding shares of preferred stock.

Three Months Fiscal Years Ended December 31,
Ended
March 31,
2014 2013 2012 2011 2010 2009
(In thousands)
Net earnings (loss) available for fixed charges $ 222,877 (131,006) (390,387) 431,519 (1,521,450) (215,960)
Ratio of net earnings (loss) to fixed charges (B) 11.0x (A) (A) 6.8x (A) (A)

(A) For the periods ended December 31, 2013, 2012, 2010 and 2009, earnings were not adequate to cover fixed charges in the amount of
$(131,006), $(390,387), $(1,521,450) and $(215,960), respectively.
(B) Interest on tax accruals that are non-third party indebtedness are excluded from the calculation.
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RISK FACTORS

Investing in the notes involves risk. Please see the risk factors described in Item 1A. Risk Factors in our Annual Report on Form 10-K for the
year ended December 31, 2013 and Part Il Item 1A. Risk Factors in our Quarterly Report on Form 10-Q for the three months ended

March 31, 2014, which are incorporated by reference in this prospectus supplement. Before making an investment decision, you should carefully
consider these risks as well as other information we include or incorporate by reference in this prospectus supplement and the accompanying
prospectus. These risk factors may be amended, supplemented or superseded from time to time by subsequent filings we make under the
Securities Exchange Act of 1934, as amended.

The risks and uncertainties discussed below and in the documents incorporated by reference are not the only risks we face. Additional risks and
uncertainties not presently known to us or that we currently deem immaterial may also affect our business, financial condition or results of
operations. Our business, financial condition, or results of operations could be materially adversely affected by any of these risks and cause the
value of our securities, including the notes offered by this prospectus supplement, to decline. The trading price of our securities, including the
notes offered by this prospectus supplement, could decline due to any of these risks, and you could lose all or part of your investment.

Risk Factors Related to the Company and its Business

Our insurance subsidiaries are subject to comprehensive state insurance regulations and other requirements, including capital adequacy
measures, which if we fail to satisfy, could limit our ability to write new insurance and increase restrictions and requirements placed on our
insurance subsidiaries.

We and our insurance subsidiaries are subject to comprehensive, detailed regulation by the insurance departments in the states where our
insurance subsidiaries are licensed to transact business. These regulations are principally designed for the protection of our policyholders rather
than for the benefit of investors. Insurance laws vary from state to state, but generally grant broad supervisory powers to examine insurance
companies and enforce rules or exercise discretion affecting almost every significant aspect of the insurance business, including the power to
revoke or restrict an insurance company s ability to write new business.

The state insurance regulators impose various capital requirements on our insurance subsidiaries. These include risk-to-capital ratios, other
risk-based capital measures and surplus requirements that potentially may limit the amount of insurance that our insurance subsidiaries may
write. State insurance regulators also possess significant discretion with respect to our insurance subsidiaries. Our failure to maintain adequate
levels of capital, among other things, could lead to intervention by the various insurance regulatory authorities, which could materially and
adversely affect our business, business prospects and financial condition.

In addition, the GSEs have broad discretion with respect to Radian Guaranty and its ability to remain an eligible mortgage insurer under the

GSEs requirements. The GSEs are in the process of revising their eligibility requirements for mortgage insurers and we expect the GSEs to

release the new requirements for public comment as early as the second quarter of 2014 and for these new requirements to become effective

following an implementation period. For a discussion of potential changes to the GSEs eligibility requirements for private mortgage insurers, see
Risk Factors Radian Guaranty could lose its eligibility status with the GSEs, causing Freddie Mac and Fannie Mae to decide not to purchase

mortgages insured by Radian Guaranty, which would significantly impair our mortgage insurance franchise.

Under state insurance regulations, Radian Guaranty is required to maintain minimum surplus levels and, in certain states, a minimum ratio of

statutory capital relative to the level of net risk-in-force ( RIF ), or risk-to-capital. Sixteen states (the RBC States ) currently impose a statutory or
regulatory risk-based capital requirement (the Statutory RBC Requirement ). The most common Statutory RBC Requirement is that a mortgage
insurer s risk-to-capital ratio may not exceed 25 to 1. In certain of the RBC States, there is a Statutory
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RBC Requirement that the mortgage insurer must maintain a minimum policyholder position, which is calculated based on both risk and surplus
levels (the MPP Requirement ). The statutory capital requirements for the non-RBC States are de minimis (ranging from $1 million to $5
million); however, the insurance laws of these states generally grant broad supervisory powers to state agencies or officials to enforce rules or
exercise discretion affecting almost every significant aspect of insurance business, including the power to revoke or restrict an insurance
company s ability to write new business. Unless an RBC State grants a waiver or other form of relief, if a mortgage insurer is not in compliance
with the Statutory RBC Requirement of such state, it may be prohibited from writing new mortgage insurance business in that state. Radian
Guaranty s domiciliary state, Pennsylvania, is not one of the RBC States. In 2013, and during the first quarter of 2014, the RBC States accounted
for approximately 55.7% and 57.8%, respectively, of Radian Guaranty s total primary new insurance written ( NIW ).

As of March 31, 2014, Radian Guaranty s risk-to-capital ratio was 19.2 to 1 and Radian Guaranty was in compliance with all applicable Statutory
RBC Requirements. Currently, we expect to maintain Radian Guaranty s risk-to-capital ratio at or below 20 to 1. However, we expect this target
level to change upon the modification of GSE eligibility requirements or future changes in applicable regulatory requirements.

Absent new capital contributions or other capital relief, Radian Guaranty s risk-to-capital ratio generally increases as we increase our net RIF or
as we incur operating losses. In 2014, our net RIF is expected to increase as we expect to continue to maintain a significant share of the private
mortgage insurance market. With respect to incurred losses, the ultimate amount and timing of any future incurred losses will depend, in part, on
general economic conditions and other factors, including the health of credit markets, home prices and unemployment rates, all of which are
difficult to predict and beyond our control. Our mortgage insurance incurred losses are driven primarily by new mortgage insurance defaults and
changes in the assumptions used to determine our loss reserves. Establishing loss reserves in our businesses requires significant judgment by
management with respect to the likelihood, magnitude and timing of anticipated losses. If the actual losses we ultimately realize are in excess of
the loss estimates we use in establishing loss reserves, we may be required to take unexpected charges to income, which could adversely affect
Radian Guaranty s statutory capital position.

Radian Guaranty s capital position also is dependent on the performance of our financial guaranty portfolio. In 2008, we contributed our
ownership interest in Radian Asset Assurance to Radian Guaranty. While this reorganization has provided Radian Guaranty with substantial
regulatory capital and dividends, it also makes the capital adequacy of our mortgage insurance business dependent, to a significant degree, on the
successful run-off of our financial guaranty business. In addition, any decrease in the amount of capital credit that Radian Guaranty otherwise
receives with respect to its ownership of Radian Asset Assurance could have a negative impact on Radian Guaranty s capital adequacy for
purposes of GSE eligibility. As of March 31, 2014, our mortgage insurance segment maintained claims paying resources of $2.7 billion, which
consists of contingency reserves, statutory policyholders surplus, unearned premium reserves and loss reserves. If the performance of our
financial guaranty portfolio deteriorates, including if we are required to establish (or increase) statutory reserves on defaulted obligations that we
have insured, or if we make net commutation payments to terminate insured financial guaranty obligations in excess of the then established
statutory reserves for such obligations, the statutory capital of Radian Guaranty also would be negatively impacted. See Risk

Factors Deterioration in our financial guaranty portfolio could reduce Radian Asset Assurance s statutory surplus and negatively impact its
ability to pay dividends to Radian Guaranty.

We use reinsurance from affiliated companies to support Radian Guaranty s risk-to-capital ratio. Certain of these affiliated reinsurance
companies currently are operating at relatively low capital levels and have required, and may in the future require, additional capital
contributions from Radian Group. Radian Mortgage Insurance Inc. and Radian Insurance are each required to maintain a minimum statutory
surplus of $20 million to remain authorized reinsurers. Radian Guaranty Reinsurance Inc. ( RGRI ), which provides reinsurance to Radian
Guaranty for coverage in excess of 25% of certain loans insured by Radian Guaranty, is a sister company of Radian Guaranty, and therefore, any
contributions to this insurer would not be consolidated with Radian Guaranty s capital for purposes of calculating Radian Guaranty s
risk-to-capital position. If we are limited in, or
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prohibited from, using reinsurance arrangements to reduce Radian Guaranty s risk, including as a result of any new eligibility requirements
adopted by the GSEs, it would adversely affect Radian Guaranty s risk-to-capital position.

If Radian Guaranty is not in compliance with a state s applicable Statutory RBC Requirement, it may be prohibited from writing new business in
that state until it is back in compliance or it receives a waiver of, or similar relief from, the requirement. In those states that do not have a
Statutory RBC Requirement, it is not clear what actions the applicable state regulators would take if a mortgage insurer fails to meet the
Statutory RBC Requirement established by another state. Accordingly, if Radian Guaranty were to fail to meet the Statutory RBC Requirement
in one or more states, it could be required to suspend writing business in some or all of the states in which it does business. In addition, the GSEs
and our mortgage lending customers may decide not to conduct new business with Radian Guaranty (or may reduce current business levels) or
impose restrictions on Radian Guaranty while its capital position remained at such levels. The franchise value of our mortgage insurance
business would likely be significantly diminished if we were prohibited from writing new business or restricted in the amount of new business
we could write in one or more states.

Our existing capital resources may not be sufficient to successfully manage Radian Guaranty s capital position. As discussed above, the GSEs are
in the process of proposing revised eligibility requirements that are expected to, among other things, contain new capital adequacy requirements
for private mortgage insurers that are more onerous than the capital requirements currently in effect. See Risk Factors Radian Guaranty could
lose its eligibility status with the GSEs, causing Freddie Mac and Fannie Mae to decide not to purchase mortgages insured by Radian Guaranty,
which would significantly impair our mortgage insurance franchise. In addition, the NAIC is in the process of reviewing the minimum capital
and surplus requirements for mortgage insurers and considering changes to the Model Act. While the outcome of this process is not known, it is
possible that among other changes, the NAIC will recommend and adopt more stringent capital requirements that could increase the capital
requirements for Radian Guaranty in states that adopt the new Model Act. Depending on the ultimate outcome of the NAIC proposals or the new
GSE eligibility requirements, we may need to provide additional capital support to, or arrange additional capital relief for, Radian Guaranty,
including potentially, entering into new reinsurance arrangements, making greater than anticipated capital contributions from our available
holding company liquidity or seeking to raise funds in private or public capital transactions.

Depending on the extent of our future incurred losses along with the amount of new insurance that we write and other factors, the amount of
capital contributions that may be required to maintain compliance with applicable regulatory and other requirements, including capital adequacy
standards, could be significant and could exceed all of our remaining available capital. In the event we contribute a significant amount of Radian
Group s available capital to Radian Guaranty, our financial flexibility would be significantly reduced, making it more difficult for Radian Group
to meet its obligations in the future, including future principal payments on our outstanding debt. See Risk Factors Radian Group s sources of
liquidity may be insufficient to fund its obligations.

We have incurred significant losses on our insured products as a result of the economic downturn that began in 2007 and we expect to incur
additional losses in the future.

As a seller of credit protection, our results are subject to macroeconomic conditions and specific events that impact the credit performance of our
underlying insured assets. Many of these conditions are beyond our control, including national and regional economic conditions, housing
prices, unemployment levels, interest rate changes, the availability of credit and other factors. The financial crisis and the downturn in the U.S.
housing and related credit markets that began in 2007 have had a significant negative impact on the operating environment and results of
operations for our businesses. Since 2007, we have experienced high levels of defaults and claims in our mortgage insurance legacy portfolio
that have negatively impacted our results of operations.
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Although there has been continued improvement in the U.S. economy and the operating environment for our businesses, the U.S. economy and
certain housing markets remain in a state of recovery and, in many respects, are weak compared to historical standards. As a result, it is difficult
to predict with any degree of certainty if and when a full recovery of the economy will occur, including meaningful increases in employment and
a broad and lasting recovery in the housing market. In light of this, there remains a great deal of uncertainty regarding our ultimate loss
performance, including in particular the performance of our legacy portfolio. While we expect incurred losses in our mortgage insurance
business will continue to improve in 2014 as the economy and housing market continue to recover and strengthen, this expectation is based on
factors that are beyond our control, and therefore, we can provide no assurance whether our projections will prove to be accurate.

In addition to the factors cited above, our results of operations and financial condition could be negatively impacted by natural disasters or other
catastrophic events, acts of terrorism, war or other severe conflicts, event-specific economic depressions or other harmful events in the regions,
including in foreign countries, where we do business or have insured exposure.

Our financial guaranty portfolio has also been negatively impacted by the slow improvement and the continuing uncertain state of the credit
markets and the overall economy and may incur losses in the future.

Our loss mitigation strategies are less effective in markets where housing values fail to appreciate or continue to decline.

The amount of mortgage insurance loss we suffer depends in part on the extent to which the home of a borrower who has defaulted on a
mortgage can be sold for an amount that will cover the unpaid principal and interest on the mortgage and the expenses of the sale. In the event of
a claim under our mortgage insurance master policy, we generally have the option of paying the entire loss amount and taking title to a
mortgaged property or paying our coverage percentage. In the past, we generally were able to take title to properties underlying certain defaulted
loans and sell the properties quickly at prices that allowed us to recover some or all of our losses. However, in more recent years, our ability to
mitigate our losses in this manner has been significantly reduced. Further, in certain cases and subject to certain conditions, we consent to a sale
of the property by the borrower for less than the amount needed to cover the borrower s mortgage obligation (a short sale ), which often has the
effect of reducing our ultimate claim payment obligation. If housing values decline on either a broad geographic basis or in the regions where
our business is concentrated, the frequency of defaulted loans resulting in claims under our policies could increase and our ability to mitigate our
losses on defaulted mortgages through short sales or through the resale of properties we acquire may be reduced, which could have a material
adverse effect on our business, financial condition and results of operations.

A portion of our mortgage insurance RIF consists of higher risk loans, such as high-LTV, non-prime and adjustable rate mortgage loans, as
well as pool mortgage insurance.

High-LTV Mortgages. We provide mortgage insurance on residential mortgage loans made mostly to home buyers who make down payments of
less than 20% of the home s purchase price. As a result, we typically insure loans where borrowers have less equity at risk at origination than
borrowers who make larger down payments; therefore, with respect to this loan characteristic, the loans we insure have a higher propensity to
default relative to the total mortgage market. In addition, of the mortgage loans that we have insured, 9.9% of our total primary mortgage
insurance RIF at March 31, 2014 consisted of insurance on mortgage loans with loans-to-value ( LTVs ) at origination of greater than 95%. We
believe mortgage loans with LTVs greater than 95%, absent other mitigating factors such as high Fair Isaac Corporation ( FICO ) scores, default
substantially more often than those with lower LTVs. In addition, when we are required to pay a claim on a higher LTV loan, it is generally
more difficult to recover our costs from the underlying property, especially in areas with declining property values. Beginning in 2008, we
altered our underwriting criteria to significantly reduce the number of new loans we are insuring with LTVs greater than 95% and we have
adopted more stringent guidelines for loans with LTVs greater than 90%. While we believe these changes have improved the overall risk profile
of our new
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business written, our results of operations and financial condition may continue to be negatively impacted by the performance of our existing
insured loans with high-LTVs, especially those loans originated in 2005 through 2008.

Non-Prime Loans. A large percentage of the mortgage insurance we wrote in years 2005 through 2008 was written on non-prime loans. At
March 31, 2014, our non-prime mortgage insurance RIF, including Alternative-A ( Alt-A ), was 8.1% of our total primary insurance RIF.
Historically, non-prime loans are more likely to result in claims than prime loans. We have experienced a significant number of loan defaults
related to Alt-A loans originated in 2005 through 2008. These losses have occurred more rapidly and well in excess of historical loss patterns
and have contributed in large part to our elevated losses since 2007. Our results of operations and financial condition may continue to be
negatively affected by the performance of non-prime loans.

Adjustable Rate Mortgages. Adjustable Rate Mortgages ( ARMs ) are loans that have an initial interest rate that will reset during the life of the
loan. ARMs also include loans with negative amortization features, such as pay option ARMs, as well as interest only mortgages. Our claim
frequency on ARMs has been higher than on fixed rate loans. In many cases the higher propensity to default is due to monthly payment
increases that occur when interest rates rise or when the initial interest rate expires. At March 31, 2014, approximately 4.5% of our primary
mortgage insurance RIF consisted of ARMs other than interest only mortgages, and approximately 3.2% of our primary mortgage insurance RIF
consisted of interest-only mortgages. Defaults related to these products may continue to be higher than for fixed rate loans, and the performance
of ARMs in our portfolio may adversely affect our results of operations.

Pool Mortgage Insurance. We wrote pool mortgage insurance, which exposes us to an increased risk of greater loss severity on individual loans
as compared to primary mortgage insurance. Our pool mortgage insurance products generally cover all losses in a pool of loans up to our stop
loss, which generally is between 1% and 10% of the initial aggregate loan balance of the entire pool of loans. Therefore, under pool mortgage
insurance, we could be required to pay the full claim amount of every loan in the pool up to our stop loss, rather than a percentage of each
defaulted loan, as is the case with traditional primary mortgage insurance. At March 31, 2014, approximately 3.8% of our total mortgage
insurance RIF was attributable to pool mortgage insurance. Under most of our pool mortgage insurance policies, the property underlying a
defaulted loan must be sold before a claim may be submitted to us. Therefore, in a weak housing market, we expect to pay larger pool mortgage
insurance claims when homes are sold after a prolonged period of home price depreciation, in particular when homes remain unsold for extended
periods of time. Greater than expected pool mortgage claims would adversely affect our results of operations.

Insurance rescissions and claim denials are not expected to continue at the elevated levels we have been experiencing and a number of our
lender customers are challenging our loss mitigation actions.

Since 2008, the amount of insurance we have rescinded due to fraud, misrepresentation, underwriting negligence or other non-compliance with
our insurance policies has increased significantly. Likewise, the number of claims that we have denied has also increased, primarily due to the
inability of our servicing customers to provide the loan origination file or other servicing records that are necessary for our review within the
time periods specified under our insurance policies to perfect a claim.

These rescissions and denials have materially mitigated our paid losses and resulted in a significant reduction in our loss reserves. Our estimate
of future expected rescissions and denials on defaulted loans (net of future rescissions or denials we expect to reinstate) reduced our loss reserves
as of December 31, 2013 and March 31, 2014 by approximately $247.0 million and $219 million, respectively. During 2013 and 2012, we
rescinded or denied approximately $252.9 million and $818.7 million, respectively, of first-lien claims submitted to us for payment (net of those
loans for which we reinstated coverage or paid a claim following an initial rescission or denial decision) compared to approximately $645.1
million for 201 1. During the first quarter of 2014, we rescinded or denied approximately $28.3 million of first-lien claims submitted to us for
payment (net of

Table of Contents 24



Edgar Filing: RADIAN GROUP INC - Form 424B5

Table of Conten

those loans for which we reinstated coverage or paid a claim following an initial rescission or denial decision) compared to approximately $42.5
million for the first quarter of 2013. These amounts also include a small amount of submitted claims that were subsequently withdrawn by the
insured. We do not expect that rescissions and denials will continue to mitigate paid losses at the same levels we have recently experienced, in
particular as the 2005 through 2008 origination years continue to decrease. In recent periods, lenders have demonstrated an increased ability to
produce the additional information necessary to perfect a claim. As a result, we expect that a significant portion of previously denied claims will
be resubmitted with the required documentation and ultimately paid, and we have incorporated this expectation into our reserve estimate. Our
incurred but not reported ( IBNR ) reserve estimate, which consists primarily of our estimate of the future reinstatements of previously rescinded
policies and denied claims, was $281.9 million, $323.0 million and $170.6 million at December 31, 2013, 2012 and 2011, respectively, and was
$288.2 million at March 31, 2014.

In addition, as part of our claims review process, we assess whether defaulted loans were serviced appropriately in accordance with our
insurance policies and servicing guidelines. To the extent a servicer has failed to satisfy its servicing obligations, our policies provide that we
may curtail the claim payment for such default, and in some circumstances, cancel coverage or deny the claim. Since 2011, claim curtailments
have increased both in frequency and in size, which has contributed to a reduction in the severity of our claim payments during this period.
While we cannot give assurance regarding the extent or level at which such claim curtailments will continue, we expect the trend of elevated
claim curtailments to continue in light of well publicized issues in the servicing industry and our existing legacy portfolio of aged defaults. As of
December 31, 2013 and March 31, 2014, our IBNR reserve estimate included $14.9 million and $13.4 million, respectively, related to our
estimate of the future overturn of previous curtailments. Further, we have identified a significant number of loans in our total defaulted portfolio
for which Appropriate Proceedings (actions or proceedings such as foreclosure that provide the insured with title to the property) may not have
been commenced within the outermost deadline in our master insurance policy. We currently are in discussions with the servicers for these loans
regarding the potential violations and our corresponding rights under the master insurance policy. While we can provide no assurance regarding
the outcome of these discussions or the ultimate resolution of these issues, it is possible that these discussions could result in arbitration or legal
proceedings.

We are currently in active discussions with customers regarding a portion of our loss mitigation activities. These discussions, if not resolved,
could result in arbitration or judicial proceedings, which could be brought with respect to all rescissions, denials, cancellations and claim
curtailments that have been challenged by such customers. The heightened risk of disputes with our customers regarding our loss mitigation
activities could have a negative impact on our relationships with such customers or potential customers, including the potential loss of business
and an increased risk of disputes and litigation.

Under our master insurance policy, any suit or action arising from any right of the insured under the policy generally must be commenced within
two years after such right arose and within three years for certain other policies, including certain of our pool insurance policies. We have faced
an increasing number of challenges from certain lender customers regarding our loss mitigation activities which have led us to reverse some of
our prior decisions regarding rescissions, denials and claim curtailments.

On August 1, 2011, Radian Guaranty filed a lawsuit against Quicken Loans Inc. ( Quicken ) in the U.S. District Court for the Eastern District,
seeking a declaratory judgment that Radian Guaranty properly rescinded mortgage insurance coverage under our master insurance policy and
delegated underwriting endorsement for a population of home mortgage loans that were originated by Quicken based upon deficiencies and
improprieties in the underwriting process. We may be unsuccessful in this proceeding or other similar proceedings that may be brought with
respect to our loss mitigation activities, which may be costly and time consuming. Our rescission practices with respect to Quicken s loans are
generally the same as for other lenders and servicers. Therefore, any adverse result in the Quicken proceeding or other similar proceedings may
adversely affect the outcome or ultimate result of rescissions involving other lenders and servicers.
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The determination of our reserve for losses involves significant use of estimates with regard to the likelihood, magnitude and timing of a loss,
including an estimate of the number of defaulted loans that will be successfully rescinded or denied. If the actual amount of rescissions and
denials is significantly lower than our estimate, as a result of a greater than anticipated number of successful challenges to our rescissions and
denials, litigation, settlements or other factors, or if the levels of rescission and denials decrease faster than we expect, our losses may materially
increase, which could have a material adverse effect on our financial condition and results of operations. Similarly, if a significant amount of our
claim curtailments are successfully challenged, it could result in our payment of additional claims, which could adversely affect our financial
condition.

Because most of the mortgage loans that we insure are sold to Freddie Mac and Fannie Mae, changes in their charters or business practices
could significantly impact our mortgage insurance business.

Freddie Mac and Fannie Mae are the beneficiaries of the majority of our mortgage insurance policies. Freddie Mac s and Fannie Mae s federal
charters generally prohibit them from purchasing any mortgage with a loan amount that exceeds 80% of a home s value, unless that mortgage is
insured by a qualified mortgage insurer, the mortgage seller retains at least a 10% participation in the loan or the seller agrees to repurchase or
replace the loan in the event of a default. As a result, high-LTV mortgages purchased by Freddie Mac or Fannie Mae generally are insured with
private mortgage insurance. Changes in the charters or business practices of Freddie Mac or Fannie Mae, or in the regulatory environment in
which they operate, could reduce the number of mortgages they purchase that are insured by us and consequently diminish our franchise value.
In particular, with respect to loans they purchase, the GSEs acting independently or through their conservator, the Federal Housing Finance
Agency ( FHFA ), have the ability, among other things, to:

implement new eligibility requirements for mortgage insurers, including more onerous capital standards (see Risk Factors Radian
Guaranty could lose its eligibility status with the GSEs, causing Freddie Mac and Fannie Mae to decide not to purchase mortgages
insured by Radian Guaranty, which would significantly impair our mortgage insurance franchise );

alter underwriting standards on mortgages they purchase;

establish policies or requirements that may result in a reduction in the number of mortgages they acquire;

alter the national conforming loan limit for mortgages acquired by them;

alter the terms on which mortgage insurance coverage may be canceled before reaching the cancellation thresholds established by
law;

establish and change the terms required to be included in mortgage insurance policies they acquire. (The private mortgage insurers
recently implemented changes to their master insurance policies to reflect a series of changes agreed upon with the GSEs with
respect to, among other things, loss mitigation and claims processing activities, as well as the GSEs rights under the policies. These
changes are expected to become effective in 2014.);

require private mortgage insurers to perform specified activities intended to avoid or mitigate loss on insured mortgages that are in
default;

establish and require changes to the amount of loan level delivery fees or guarantee fees (which may result in a higher cost to
borrowers) that the GSEs charge on loans that require mortgage insurance (see Risk Factors Our mortgage insurance business faces
intense competition );
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that they must obtain its prior approval for settlements with servicers and Fannie Mae advised its servicers that they are prohibited
from entering into such settlements.); and

influence a mortgage lender s selection of the mortgage insurer providing coverage.
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Certain of Freddie Mac s and Fannie Mae s programs require less insurance coverage than they historically have required, and they have the
ability to further reduce coverage requirements, which could reduce the amount of mortgage insurance they purchase from us, and consequently
have an adverse effect on our results of operations. For a number of years, the GSEs have had programs under which lenders could choose, for
certain loans, a mortgage insurance coverage percentage that was the minimum required by the GSEs charters, with the GSEs paying a lower
price for these loans ( charter coverage ). In 2010, Fannie Mae broadly expanded the types of loans eligible for charter coverage. To the extent
lenders selling loans to Fannie Mae choose charter coverage for loans that we insure, our revenues would likely be reduced.

The GSEs business practices may be impacted by their results of operations, as well as by legislative or regulatory changes governing their
operations. In July 2008, an overhaul of regulatory oversight of the GSEs was enacted. The provisions contained within the Housing and
Economic Recovery Act of 2008 ( HERA ) encompass substantially all of the GSEs operations. HERA abolished the former regulator for the
GSEs and created a new regulator, the FHFA, in addition to other oversight reforms. In September 2008, the FHFA was appointed as the
conservator of the GSEs to control and direct the operations of the GSEs. The continued role of the conservator may increase the likelihood that
the business practices of the GSEs will be changed in ways that may have an adverse effect on us. In particular, the GSEs may seek alternatives
other than private mortgage insurance to conduct their business.

In February 2011, the Obama Administration released a proposal to reform the U.S. housing finance market. In its proposal, the Obama
Administration sought to gradually reduce the federal government s role in housing finance, including the ultimate wind-down of the GSEs, and
to increase the role of private capital. The Obama Administration s proposal has shaped the debate in Congress as the Senate Banking Committee
and the House Financial Services Committee are currently considering legislation to reform the housing finance market. Most of the legislative
proposals have included reference to loan level credit enhancement, such as private mortgage insurance. It is unclear whether housing finance
reform legislation will be adopted and, if so, what form it will ultimately take.

The future structure of the residential housing finance system remains uncertain, including the impact of any such changes on our business.
Although we believe that traditional private mortgage insurance will continue to play an important role in any future housing finance structure,
new federal legislation could reduce the level of private mortgage insurance coverage used by the GSEs as credit enhancement, or even
eliminate the requirement, which would reduce our available market and could adversely affect our mortgage insurance business.

Deterioration in our financial guaranty portfolio could reduce Radian Asset Assurance s statutory surplus and negatively impact its ability
to pay dividends to Radian Guaranty.

The performance of our financial guaranty business may affect whether Radian Asset Assurance will be permitted to pay dividends to Radian
Guaranty in the future as it has in past years, as well as the amount of any such dividends. At March 31, 2014, Radian Asset Assurance
maintained claims paying resources of $1.6 billion, including statutory surplus of approximately $1.2 billion. Radian Asset Assurance paid
dividends to Radian Guaranty in 2013 totaling $36 million. We expect that in the third quarter of 2014 Radian Asset Assurance will have the
capacity to pay an ordinary dividend of approximately $32 million to Radian Guaranty.

The timing and amount of any future dividend payments will depend on the dividend capacity of our financial guaranty business, which is

governed by New York insurance laws. Under New York insurance laws, Radian Asset Assurance may only pay dividends from statutory earned
surplus and it can only pay such ordinary dividends without prior approval of the New York State Department of Financial Services ( NYSDFS )
when the total of all other dividends declared or distributed by it during the preceding 12 months is the lesser of 10% of its statutory surplus to
policyholders or 100% of statutory adjusted net investment income during such period. In addition, the NYSDFS, in its discretion, may approve

a dividend distribution greater than would be permitted as an ordinary dividend (generally referred to as an extraordinary dividend ).
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Since Radian Asset Assurance ceased writing new business in June 2008, Radian Asset Assurance has reduced its aggregate net par exposure by
approximately 80% to $22.7 billion as of March 31, 2014. This reduction included large declines in many of the riskier segments of Radian
Asset Assurance s insured portfolio. In light of this risk reduction and the significant level of capital remaining at Radian Asset Assurance,
Radian Asset Assurance filed a request with the NYSDFS seeking permission to pay an extraordinary dividend to Radian Guaranty. The
NYSDEFS currently is considering this request and there can be no assurance if and when such request will be granted in whole or in part, and if
granted, that it will not be subject to material conditions.

If the performance of our financial guaranty portfolio deteriorates materially or the amount we pay to terminate any particular financial guaranty
exposure is larger than the amount of the statutory reserves for such exposure, Radian Asset Assurance s statutory surplus may be reduced. If this
were to occur, Radian Asset Assurance would likely have less capacity to pay dividends to Radian Guaranty and could be prohibited from

paying dividends altogether, which could have a negative impact on Radian Guaranty s available liquidity.

We face risks associated with our exposure to other financial guaranty issuers.

As of March 31, 2014, Radian Asset Assurance had approximately $4.9 billion outstanding par on its total reinsurance portfolio and $1.8 billion
outstanding par written on a second-to-pay basis.

Our ceding companies are primarily responsible for surveillance, loss mitigation and salvage on the risks that they cede to us. They may be less
willing than us to perform these tasks to the extent necessary to minimize potential losses and/or maximize potential salvage on the transactions
we reinsure. In addition, they may have different incentives to eliminate long-term liabilities than we do. We generally do not have direct access
to the insured obligation or the right to perform our own loss mitigation or salvage work on these transactions. We also have limited visibility
with respect to the performance of many of the obligations we reinsure. See Risk Factors If the estimates we use in establishing loss reserves
are incorrect, we may be required to take unexpected charges to income, which could adversely affect our capital position.

The ceding companies sometimes delegate their loss adjustment functions to third parties, the cost of which is then proportionally allocated to us
and any other reinsurers for the insured transaction. Accordingly, the losses and loss adjustment expenses allocated to us on our reinsured risks
may be higher than otherwise would have been the case if we were responsible for surveillance, loss mitigation and salvage for these risks. In
addition, should a ceding company become insolvent, there is a risk that the recoveries that it receives in any given transaction may become a
part of its general estate rather than being allocated among the reinsurers paying the related claim. These factors could have a material adverse
effect on our financial condition and operating results.

Assured Guaranty Ltd. ( Assured ) is primarily responsible for surveillance, loss mitigation salvage and claim payments on the risks we ceded to
them in 2012. If they should be unable to make claim payments on the risks Radian Asset Assurance ceded to them, then Radian Asset

Assurance would be responsible for losses and loss adjustment expenses ( LAE ) on such policies and face similar risks to those we have on risk
assumed from the ceding companies.

In addition to reinsurance, we have insured certain transactions on a second-to-pay basis, meaning that we are not required to pay a claim unless
both the underlying obligation and another insurer defaults on its primary obligation to cover losses on such defaulted obligation. Consequently,
if the conservator for an insolvent financial guarantor rejects payment of all or a portion of a valid claim, we may be required to pay all or a
portion of such claim. Because many primary obligors on transactions where we have second-to-pay exposure are currently experiencing
significant financial difficulties, the likelihood of our having to pay a claim on our second-to-pay transactions has increased.

In 2009, Syncora Guaranty Inc. ( Syncora ) and Financial Guaranty Insurance Company ( FGIC ) suspended all claims payments following orders
by the NYSDFS. While the NYSDFS lifted the suspension of payments by Syncora in June 2010, Syncora has subsequently posted additional
losses and it is possible the NYSDEFS could implement the suspension again in the future. In August 2013, a plan of rehabilitation for FGIC
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pursuant to Article 74 of the New York Insurance Law became effective, which initially permits FGIC only to pay 17% of the amount of any
claims. In 2010, Ambac Assurance Corporation ( Ambac ) placed a portion of its obligations into a segregated account that is under the control of
the Wisconsin Office of the Commissioner of Insurance ( WOCI ). None of our directly insured second-to-pay exposure to Ambac was placed
into the segregated account and we have not received notice that any of the second-to-pay exposure ceded to us by Ambac was placed into the
segregated account. As of March 31, 2014, Syncora, FGIC and Ambac are the primary insurers on $551.6 million net par outstanding of our
second-to-pay exposure and $201.0 million of our second-to-pay exposure with respect to these three primary insurers is rated below investment
grade ( BIG ).

Radian Guaranty could lose its eligibility status with the GSEs, causing Freddie Mac and Fannie Mae to decide not to purchase mortgages
insured by Radian Guaranty, which would significantly impair our mortgage insurance franchise.

In order to be eligible to insure loans purchased by the GSEs, mortgage insurers must meet the GSE s eligibility requirements. The current GSE
eligibility requirements, among other things, impose limitations on the type of risk that may be insured, standards for the diversification of risk,
procedures for claims handling, standards for acceptable underwriting practices, standards for certain reinsurance cessions and financial and
capital requirements. If we fail to satisfy one or more of these requirements, Freddie Mac and/or Fannie Mae could restrict Radian Guaranty
from conducting certain types of business with them or take actions that may include not purchasing loans insured by Radian Guaranty.

In addition to these requirements, in order to maintain the highest level of eligibility with Freddie Mac and Fannie Mae, mortgage insurers
historically were required to maintain an insurer financial strength rating of AA- or Aa3 from at least two of the three ratings agencies by which
they were customarily rated. Both Freddie Mac and Fannie Mae have indicated that loss of mortgage insurer eligibility will no longer be
automatic due to a failure to meet the financial strength rating requirements, and instead will be subject to review if and when the downgrade
occurs. Because Radian Guaranty does not meet the financial strength rating requirements specified in the GSEs eligibility guidelines, Radian
Guaranty currently is operating as an eligible insurer under remediation plans with Freddie Mac and Fannie Mae that describe how we intend to
achieve consistent levels of operating profitability and ultimately regain higher financial strength ratings for our mortgage insurers. We cannot
be certain whether, or for how long, either of the GSEs will continue to allow Radian Guaranty to operate as an eligible insurer under our
existing remediation plans.

The GSEs are in the process of revising their standard mortgage insurer eligibility requirements. We expect the revised eligibility requirements

to be released in draft form for public comment as early as the second quarter of 2014 and for these requirements to become effective following
an implementation period. Among other changes, the new GSE eligibility requirements are expected to contain new capital adequacy standards
for private mortgage insurers that are more onerous than the capital requirements that are currently in effect, including potentially: (1) a
risk-to-capital ratio below Radian Guaranty s 19.2 to 1 risk-to-capital ratio as of March 31, 2014; (2) capital requirements based on a variety of
risk characteristics and measures of credit quality; and (3) a limitation on the amount of capital credit available for subsidiary capital (including
Radian Guaranty s capital that is attributable to its ownership of Radian Asset Assurance, our financial guaranty subsidiary). The form of the new
eligibility requirements and the timeframe for their implementation remain uncertain, and we cannot give any assurances as to their potential
impact on us. If the new GSE eligibility requirements include more onerous capital requirements, including any one or more of the potential
requirements referenced above, we may need to provide additional capital support to, or arrange additional capital relief for, Radian Guaranty,
including potentially, entering into new reinsurance arrangements, increasing the amount of capital contributions from our available holding
company funds or seeking to raise funds in private or public capital transactions. See Risk Factors Radian Group s sources of liquidity may be
insufficient to fund its obligations.

Although we expect to be able to retain Radian Guaranty s eligibility status with the GSEs, we cannot be certain that this will occur. Loss of
Radian Guaranty s eligibility status with the GSEs would likely have an immediate and material adverse impact on the franchise value of our
mortgage insurance business and our future prospects and would negatively impact our results of operations and financial condition.
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A decrease in the volume of home mortgage originations could result in fewer opportunities for us to write new insurance business.

The amount of new business we write depends, among other things, on a steady flow of low down payment mortgages that require our mortgage
insurance. The factors that affect the volume of low down payment mortgage originations include:

the level of home mortgage interest rates and the deductibility of mortgage interest for income tax purposes;

the health of the domestic economy as well as conditions in regional and local economies;

housing affordability;

population trends, including the rate of household formation;

the rate of home price appreciation, which in times of heavy refinancing can affect whether refinance loans have loan-to-value ratios
that require private mortgage insurance; and

government housing policy encouraging loans to first-time homebuyers.
In addition, losses from the recent economic downturn have caused lenders to substantially reduce the availability of these low down payment
loans and to significantly tighten their underwriting standards. Fewer loan products and tighter loan qualifications, while improving the overall
quality of new mortgage originations, have in turn reduced the number of qualified homebuyers and made it more difficult for buyers (in
particular first-time buyers) to obtain mortgage financing or to refinance their existing mortgages. In addition, the significant disruption in the
housing and related credit markets that began in 2007 led to reduced investor demand for mortgage loans and mortgage-backed securities ( MBS )
in the secondary market, which historically has been a source of funding for many mortgage lenders. This significantly reduced liquidity in the
mortgage funding marketplace, forcing many lenders to retain a larger portion of their mortgage loans and MBS and leaving them with less
capacity to continue to originate new mortgages.

Total domestic mortgage originations have decreased significantly from the $2.7 trillion in 2006 (pre-dating the housing downturn) to
approximately $1.8 trillion for 2013, and are expected to decline to approximately $1.2 trillion in 2014. If the volume of new mortgage
originations continues to remain at low levels for a prolonged period, we will likely experience a reduced opportunity to write new insurance
business and will be subject to increased competition with respect to that opportunity, which could reduce the size of our mortgage insurance
business and have a significant negative effect on both our ability to execute our business plans and our overall franchise value. Further, the
Dodd-Frank Act s reforms to strengthen lending standards, improve underwriting standards and increase accountability in the loan origination
and securitization processes could further reduce the total number of mortgage originations in the future, in particular with respect to the
high-LTV market. In addition, when the implications of the third Basel Capital Accord final rule and the potential impact of the risk-retention
aspect of qualified residential mortgages ( QRMs ) are considered in coordination, it is possible that lenders will be discouraged from writing
non-QRM mortgages, which could result in fewer opportunities for us to write new business. See Risk Factors Legislation and regulatory
changes and interpretations could harm our mortgage insurance business and The implementation of the Basel I capital adequacy
requirements and the Basel Il guidelines may discourage the use of mortgage insurance.

Our NIW and franchise value could decline if we lose business from a significant customer.

Our mortgage insurance business depends on our relationships with our customers, and in particular, our relationships with our largest lending
customers. The loss of business from a significant customer could have an adverse effect on the amount of new business we are able to write,
and consequently, our franchise value.

Table of Contents 31



Table of Contents

Edgar Filing: RADIAN GROUP INC - Form 424B5

S-17

32



Edgar Filing: RADIAN GROUP INC - Form 424B5

Table of Conten

As of December 31, 2013 and March 31, 2014, our top 10 mortgage insurance customers (measured by NIW) were generally responsible for
25.8% and 24.3%, respectively, of our primary NIW in 2013. For the past several years we have been focused on expanding and diversifying our
customer base, and in 2013, 9.0% of our NIW was from customers new to us in 2012 and 2013. Notwithstanding this diversification trend,
maintaining our business relationships and business volumes with our largest lending customers remains critical to the success of our business.

In response to the recent financial crisis and the related deterioration in housing markets, we tightened our underwriting guidelines, and as a
result, we declined to insure some of the loans originated by our larger customers. We also increased our loss mitigation activities to enforce our
rights under our mortgage insurance policies with respect to loans originated during a period of historically poor underwriting and a subsequent
period of servicing problems that increased our risk of loss. Our tighter guidelines and increased level of loss mitigation activity has negatively
affected our relationships with certain of our customers and could result in customers choosing to limit the amount of business they conduct with
us or ceasing to do business with us entirely. See Risk Factors Insurance rescissions and claim denials are not expected to continue at the
elevated levels we have been experiencing and a number of our lender customers are challenging our loss mitigation actions.

Our master insurance policies and related lender agreements do not, and by law cannot, require our mortgage insurance customers to do business
with us. Although we have taken steps to significantly expand and diversify our customer base in recent years, we cannot be certain that any loss
of business from a single lender would be replaced from other new or existing lending customers in the industry. As a result of current market
conditions, our lending customers may decide to write business only with certain mortgage insurers based on their views with respect to an
insurer s pricing, service levels, underwriting guidelines, loss mitigation practices, financial strength or other factors. In addition, many of our
customers currently are placing a significant portion of their mortgage insurance business with us. Our customers may choose to diversify the
mortgage insurers with which they do business, which could negatively affect our level of NIW and our market share.

Our mortgage insurance business faces intense competition.

The U.S. mortgage insurance industry is intensely competitive. Our competitors include other private mortgage insurers and federal and state
governmental and quasi-governmental agencies, principally the Federal Housing Administration ( FHA ), which significantly increased its
competitive position in the mortgage insurance market during the financial crisis.

We compete with other private mortgage insurers on the basis of price, underwriting guidelines, terms and conditions, customer relationships,
reputation, financial strength and service. The improvement in the credit quality of new loans being insured in the current market, combined with
the deterioration of the financial positions of many existing private mortgage insurance companies during the financial crisis (which led
insurance regulators to take action with respect to certain companies), in part due to their legacy books of insured mortgages, has brought new
entrants to our industry and could encourage additional new competitors. In addition to Radian Guaranty, there currently are six other private
mortgage insurers eligible to write business for the GSEs. Certain of our private mortgage insurance competitors are subsidiaries of larger
corporations that may have access to greater amounts of capital and financial resources than we do and may have stronger financial strength
ratings than we have. In addition, two of our competitors who are new entrants to the industry are not burdened by legacy credit risks. If we are
unable to compete with other providers, including new entrants that are not burdened by legacy credit risks or by loss mitigation actions on
legacy insurance portfolios, it could have a material adverse effect on our business position, financial condition and operating results.

We also compete with governmental and quasi-governmental entities that typically do not have the same capital requirements or business
objectives that we and other private mortgage insurance companies have, and therefore, generally had greater financial flexibility in their pricing
guidelines and capacity that could put us at a
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competitive disadvantage. Beginning in 2008, the FHA, which historically had not been a significant competitor, substantially increased its share
of the mortgage insurance market, including by insuring a number of loans that would meet our current underwriting guidelines, sometimes at a
lower monthly cost to the borrower than a loan that carries our mortgage insurance.

Since 2010, the private mortgage insurance industry steadily has recaptured market share from the FHA, primarily due to increases in the
financial strength of certain private mortgage insurers and the development of new products and marketing efforts directed at competing with the
FHA, as well as increases in the FHA s pricing and other operational changes at the FHA including heightened loss mitigation efforts and the
elimination of certain insurance cancellation rights. Although the FHA s market share has been gradually declining, the FHA may continue to
maintain a strong market position and could increase its market position again in the future.

Factors that could cause the FHA to maintain or increase its share of the mortgage insurance market include:

past and potential future capital constraints of the private mortgage insurance industry;

the tightening by private mortgage insurers of underwriting guidelines based on past loan performance or other risk concerns;

the increased levels of loss mitigation activity by private mortgage insurers on older vintage portfolios compared to the FHA s
historical practice of engaging in limited loss mitigation activities;

an increase in the loan level delivery fees charged by the GSEs on loans that require mortgage insurance and changes in the amount
of guarantee fees for the loans that the GSEs acquire (which may result in higher cost to borrowers), which changes have, in the past,
been implemented in furtherance of goals other than profits;

the perceived operational ease of using FHA insurance compared to the products of private mortgage insurers; and

the implementation of new regulations under the Dodd-Frank Act and the Basel I1I guidelines that may be more favorable to the
FHA compared to private mortgage insurers (see Risk Factors The Dodd-Frank Act may have a material effect on our mortgage
insurance and financial guaranty businesses and The implementation of the Basel Il capital adequacy requirements and the Basel
111 guidelines may discourage the use of mortgage insurance ).
In the event that a government-owned entity or GSE in one of our markets decides to reduce prices significantly or alter the terms and conditions
of its mortgage insurance or other credit enhancement products in furtherance of political, social or other goals rather than a profit motive, we
may be unable to compete in that market effectively, which could have an adverse effect on our business, financial condition and operating
results.

One or more private mortgage insurers may seek to regain market share from the FHA or other mortgage insurers by reducing pricing, loosening
their underwriting guidelines, or relaxing their loss mitigation practices, which could, in turn, improve their competitive position in the industry
and negatively impact our level of NIW.

In addition, before the recent housing downturn, an increasing number of alternatives to traditional private mortgage insurance developed, many
of which reduced the demand for our mortgage insurance. As a result of the disruptions in the housing finance and credit markets, however,
many of the alternatives to private mortgage insurance are not widely available. As market conditions change, we again could face significant
competition from these alternatives, as well as from other new alternatives that may develop.
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Our business depends, in part, on effective and reliable loan servicing.

We depend on reliable, consistent third-party servicing of the loans that we insure. Dependable servicing generally ensures timely billing and
effective loss mitigation opportunities for delinquent or near-delinquent loans. As part of our claims review process, we assess whether defaulted
loans were serviced appropriately in accordance with our insurance policies and servicing guidelines. In the high claims environment of the
recent past, we have found a high frequency of servicer negligence with respect to the loans we have insured, which makes us more susceptible
to greater losses on these loans.

Challenging economic and market conditions may affect the ability of our servicers to effectively maintain their servicing operations. In
addition, the financial crisis and economic downturn led to a significant increase in the number of delinquent mortgage loans. These increases
have strained the resources of servicers, reducing their ability to undertake loss mitigation efforts in a timely manner, including the processing of
potential loan modifications, which could help limit our losses. Further, due to the strain on the resources of servicers, delinquent loan servicing
is increasingly being transferred to specialty servicers. The transfer of servicing can cause a disruption in the servicing of delinquent loans.
Additionally, specialty servicers may not have sufficient resources to effectively handle the substantially higher volume of delinquent loans.

Recent state and federal inquiries and investigations into whether servicers have acted improperly in foreclosure proceedings, including the cost
of and conditions imposed in settlements of such inquiries or investigations, have further strained the resources of servicers. In January 2013, the
Consumer Financial Protection Bureau ( CFPB ) issued final rules that establish national servicing standards for servicing residential mortgage
loans and impose new and potentially more burdensome requirements, procedures and standards. These new rules became effective in January
2014. Complying with the new rules may impact the servicing of mortgage loans covered by our insurance policies.

If a disruption occurs in the servicing of mortgage loans covered by our insurance policies, this, in turn, could contribute to a rise in
delinquencies and/or claims among those loans and could have a material adverse effect on our business, financial condition and operating
results.

Loan modification, refinancing and other similar programs may not provide us with a material benefit.

The Federal Deposit Insurance Corporation ( FDIC ), the GSEs and various lenders have adopted programs to modify loans to make them more
affordable to borrowers with the goal of reducing the number of foreclosures. In addition, in 2009, the U.S. Department of the Treasury ( U.S.
Treasury ) implemented the Homeowner Affordable Modification Program ( HAMP ), which provides guidelines for loan modifications. Some of
the eligibility criteria for these programs require information about borrowers, such as the borrowers current income and non-mortgage debt
obligations. Because the GSEs and the lenders do not share such information with us, we cannot determine with certainty the number of loans in
our default inventory that remain eligible to participate in such programs. While modifications continue to be made under these programs, it is
unclear how many successful loan modifications will result from these programs, in particular in light of the high level of re-default rates for
loans that have been modified through these programs. To the extent modifications cure previously defaulted loans, our loss reserves do not
account for potential re-defaults unless at the time the reserve is established, the re-default has already occurred. We believe that we have
realized the majority of the benefits from HAMP because the number of loans insured by us that we are aware are entering HAMP trial
modification periods has decreased significantly over time. Enrollment in HAMP was recently extended to December 31, 2015.

In 2009, the GSEs began offering the Home Affordable Refinance Program ( HARP ). HARP allows a borrower who is not delinquent to
refinance a mortgage if such borrower has been unable to take advantage of lower interest rates because the borrower s home has decreased in
value. To be eligible, a borrower must meet
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certain conditions, including that the borrower must be current on the mortgage at the time of the refinance, with no late payment in the past six
months and no more than one late payment in the past 12 months. In November 2011, FHFA made enhancements to the HARP program ( HARP
2 ) to increase the number of borrowers who can qualify for refinancing. The program was recently extended to December 31, 2015, for loans
that were originated or acquired by the GSEs by or before May 30, 2009. Importantly, the FHFA reached an agreement with private mortgage
insurers, including Radian Guaranty, to facilitate the transfer of mortgage insurance on loans to be refinanced without regard to LTV. While
HARP 2 may result in fewer delinquent loans and claims, our ability to rescind coverage on HARP loans will be limited in certain circumstances
pursuant to our agreement with the FHFA. The changes implemented by HARP 2 have increased the number of borrowers who may benefit

from the program and, as of March 31, 2014, approximately 11% of our total primary mortgage insurance RIF had successfully completed a
HARP refinance. The expiration, termination or temporary cessation of any of these programs could result in an increased number of claims in
our mortgage insurance business and could adversely affect our business and results of operations.

We cannot ascertain the total benefits we may derive from these loan modification programs, particularly given the uncertainty around the
re-default rates for loans that have been modified through these programs. Re-defaults can result in losses that could be greater than we would
have paid had the loan not been modified. If a mortgage balance is reduced as a result of a loan modification program, we may still be
responsible under our master insurance policy to pay the original balance if the borrower re-defaults on that mortgage after its balance has been
reduced.

The extended period of time that a loan remains in our delinquent loan inventory may increase the severity of claims we ultimately are
required to pay.

Foreclosure backlogs may further delay our receipt of claims, resulting in an increase in the period that a loan remains in our delinquent loan
inventory, and may increase the severity of claims that we are ultimately required to pay. Over the past several years, the average time it takes to
receive a claim associated with a defaulted loan has increased. This is, in part, due to new loss mitigation protocols established by servicers and
to a significant backlog of foreclosure proceedings in many states, and especially in those states that impose a judicial process for foreclosures.
Generally, foreclosure delays do not stop the accrual of interest or affect other expenses on a loan, and unless a loan is cured during such delay,
once title to the property ultimately is obtained and a claim is filed, our paid claim amount may include additional interest (subject to a two-year
limitation under our insurance policies) and expenses. However, where our claim amount is increased because of foreclosure delays caused by a
failure to appropriately service or meet other conditions under our insurance policies, we are entitled to curtail or adjust claims appropriately.

Our success depends on our ability to assess and manage our underwriting risks; the premiums we charge may not be adequate to
compensate us for our liability for losses.

Our mortgage insurance and financial guaranty premium rates may not be adequate to cover future losses. The estimates and expectations we use
to establish premium rates are based on assumptions made at the time our insurance is written. Our mortgage insurance premiums are based on
our long-term expected risk of claims on insured loans and take into account, among other factors, each loan s LTV, type (e.g., prime vs.
non-prime or fixed vs. variable payments), premium structure (e.g., single lump sum, monthly or other variations), term, coverage percentage
and whether there is a deductible in front of our loss position. Our financial guaranty premiums are based on our expected risk of claim on the
insured obligation and take into account, among other factors, the rating and creditworthiness of the issuer and of the insured obligations, the
type of insured obligation, the policy term and the structure of the transaction being insured. These assumptions may ultimately prove to be
inaccurate. In particular, the predictive value of historical data may be less reliable during periods of greater economic stress and, accordingly,
our ability to correctly estimate our premium requirements may be impaired during periods of economic uncertainty such as we have recently
experienced.
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We generally cannot cancel or elect not to renew the mortgage insurance or financial guaranty insurance coverage we provide, and because we
generally fix premium rates for the life of a policy when issued, we cannot adjust renewal premiums or otherwise adjust premiums during the
life of a policy. Therefore, even if the risk underlying many of the mortgage or financial guaranty products we have insured develops more
adversely than we anticipated, including as a result of the ongoing weakness in many parts of the economy and in certain housing markets, and
the premiums our customers are currently paying for similar coverage on new business from us and others has increased, we generally cannot
increase the premium rates on this in-force business, or cancel coverage or elect not to renew coverage, to mitigate the effects of such adverse
developments. Our premiums earned and the associated investment income on those premiums may ultimately prove to be inadequate to
compensate for the losses that we may incur with respect to those insured risks. See Risk Factors We have incurred significant losses on our
insured products as a result of the economic downturn that began in 2007 and we expect to incur additional losses in the future.

Our delegated underwriting program may subject our mortgage insurance business to unanticipated claims.

In our mortgage insurance business, we enter into agreements with our mortgage lender customers that commit us to insure loans made by them
using pre-established underwriting guidelines. Once we accept a lender into our delegated underwriting program, we generally insure a loan
originated by that lender even if the lender has not followed our specified underwriting guidelines. Under this program, a lender could commit us
to insure a material number of loans with unacceptable risk profiles before we discover the problem and terminate that lender s delegated
underwriting authority or pursue other rights that may be available to us, such as our rights to rescind coverage or deny claims.

We face risks associated with our contract underwriting business.

We provide contract underwriting services on a limited basis for certain of our mortgage lender customers, including on loans for which we are
not providing mortgage insurance. For substantially all of the existing loans that were originated through our contract underwriting services, we
have agreed that if we make a material error in providing these services and the error leads to a default, the mortgage lender may, subject to
certain conditions, require us to purchase the loan, issue mortgage insurance on the loan or indemnify the lender against future loss associated
with the loan. Accordingly, we have assumed some credit risk and interest-rate risk in connection with providing these services. We also face
regulatory risk in providing these services. See Risk Factors Legislation and regulatory changes and interpretations could harm our mortgage
insurance business.

Our current credit ratings and the insurance financial strength ratings assigned to our mortgage insurance subsidiaries could weaken our
competitive position.

Recently, the credit ratings of Radian Group and the insurance financial strength ratings assigned to our insurance subsidiaries have been subject
to upgrades, reflecting the improvement in our overall financial condition and the operating environment for our business. Notwithstanding these
upgrades, however, our ratings remain below investment grade and may be downgraded in the future. The current financial strength ratings for
our principal insurance subsidiaries are:

Moody s S&P
Radian Guaranty Ba3 BB-
Radian Asset Assurance Bal B+
Historically, our ratings were critical to our ability to market our products and to maintain our competitive position and customer confidence in
our products. In addition, in order to maintain the highest level of eligibility with the GSEs, mortgage insurers historically had to maintain an
insurance financial strength rating of AA- or
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Aa3 from at least two of the three rating agencies by which they are customarily rated. Although Radian Guaranty s ratings are substantially
below those required ratings, the GSEs have allowed Radian Guaranty to operate under business and financial remediation plans and retain its
eligibility status. As discussed above, the FHFA is in the process of developing new eligibility requirements for private mortgage insurers. While
the form of these new requirements remains uncertain, we believe the new requirements will focus primarily on a mortgage insurer s capital
adequacy and will not include a specific ratings requirement.

Our financial strength ratings currently are below the ratings assigned to certain other private mortgage insurers, some of which have been
assigned investment grade ratings. Despite this, we have been successful in competing in the private mortgage insurance market, and we do not
believe our current ratings have had a material adverse effect on our relationships with customers. To the extent this changes, however, and
financial strength ratings become a more prominent consideration for lenders, we may be competitively disadvantaged by customers choosing to
do business with private mortgage insurers that have higher financial strength ratings.

We believe that financial strength ratings remain a significant consideration for participants seeking to secure credit enhancement in the
non-GSE mortgage market, which includes most non-QM loans. While this market has remained limited since the financial crisis, we view this
market as an area of potential future growth and our ability to participate in this market could depend on our ability to secure investment grade
ratings for our mortgage insurance subsidiaries. In addition, if legislative or regulatory changes were to alter the current state of the housing
finance industry such that the GSEs no longer operated in their current capacity, we may be forced to compete in a new marketplace in which
ratings may play a greater role. If we are unable to compete effectively in the current or any future markets as a result of the financial strength
ratings assigned to our mortgage insurance subsidiaries, the franchise value and future prospects for our mortgage insurance business could be
negatively affected.

Because we do not establish reserves in our mortgage insurance business until a borrower has failed to make two monthly payments, our
financial statements do not reflect our ultimate expected obligation for losses on our entire portfolio of insured mortgages.

We do not establish reserves in our mortgage insurance business until we are notified that a borrower has failed to make at least two monthly
payments when due. Because our mortgage insurance reserving does not account for the impact of future losses that we expect to incur with
respect to performing (non-defaulted) loans, our obligation for ultimate losses that we expect to incur at any period end is not reflected in our
financial statements, except to the extent that a premium deficiency exists. As a result, future losses beyond what we have recorded in our
financial statements may have a material impact on future results as defaults occur.

If the estimates we use in establishing loss reserves are incorrect, we may be required to take unexpected charges to income, which could
adversely affect our capital position.

We establish loss reserves in both our mortgage insurance and financial guaranty businesses to provide for the estimated cost of future claims.
Because our reserves represent only our best estimate of claims to be paid in the future, these reserves may be insufficient to satisfy the full
amount of claims that we ultimately have to pay. Setting our loss reserves requires significant judgment by management with respect to the
likelihood, magnitude and timing of each potential loss. The models, assumptions and estimates we use to establish loss reserves may not prove
to be accurate, especially during an extended economic downturn or a period of extreme market volatility and uncertainty, such as we have
recently experienced.

Many of the programs and initiatives that have been implemented to prevent or forestall mortgage foreclosures, as well as the significant backlog
of foreclosure proceedings in many states that impose a judicial process on such proceedings, have resulted in fewer defaulted loans moving to
claim, and consequently, an increase in the aging of our inventory of defaulted loans. As a result, the number of our defaulted loans that have
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been in default for 240 or more days, which represents our most aged category of defaulted loans, currently represents a much larger portion of
our default inventory than has historically been the case. While these loans are generally assigned a higher loss reserve based on our belief that
they are more likely to result in a claim, we also assume, based on historical trends, that a significant portion of these loans will cure or
otherwise not result in a claim. Given the significant period of time that these loans have been in default, it is possible that the ultimate cure rate
for these defaulted loans will be significantly less than historical rates, and therefore, less than our current estimates of cures for this inventory of
defaults. Further, the foreclosure moratoriums and other delays have resulted in further aging of our defaulted loan portfolio, which has
decreased claim payments (perhaps only temporarily) and created additional uncertainty regarding the likelihood, magnitude and timing of
anticipated losses. If our estimates are inadequate, we may be required to increase our reserves, which could have a material adverse effect on
our financial condition, capital position and operating results.

In addition to establishing mortgage insurance loss reserves for defaulted loans, under accounting principles generally accepted in the United

States of America ( GAAP ), we are required to establish a premium deficiency reserve ( PDR ) for our mortgage insurance products if the amount
by which the net present value of expected future losses for a particular product and the expenses for such product exceeds the net present value

of expected future premiums and existing reserves for such product. We evaluate whether a premium deficiency exists at the end of each fiscal
quarter. As of March 31, 2014, a premium deficiency reserve of approximately $2.3 million existed for our second-lien insurance business. Our
evaluation of premium deficiency is based on our best estimate for future losses, expenses and premiums. This evaluation depends upon many
significant assumptions, including assumptions regarding future macroeconomic conditions, and therefore, is inherently uncertain and may prove

to be inaccurate. Although no premium deficiency existed on our first-lien insurance business at March 31, 2014, there can be no assurance that
premium deficiency reserves will not be required for this product or our other mortgage insurance products in future periods.

It also is difficult to estimate appropriate loss reserves for our financial guaranty business because of the nature of potential losses in this
business, which are largely influenced by the particular circumstances surrounding individual troubled credits, including the availability of loss
mitigation. As a result, our loss reserves are less capable of being evaluated based on historical assumptions or precedent. In addition, in our
financial guaranty reinsurance business, we rely, in part, on information provided by our ceding customers in order to establish reserves. If this
information is incomplete, inaccurate or untimely, our loss reserves may not be estimated accurately and could require material adjustment in
future periods as new or corrected information becomes available.

Our success depends, in part, on our ability to manage risks in our investment portfolio.

Our investment portfolio is our primary source of liquidity. We maintain an investment policy to manage our investments and those of our
insurance subsidiaries that are subject to state insurance laws. We may be forced to change our investments or investment policies depending
upon regulatory, economic and market conditions and our existing or anticipated financial condition and operating requirements, including the
tax position, of our business segments. In addition, if we underestimate our policy liabilities or improperly structure our investments to meet
those liabilities, we could have unexpected losses, including losses resulting from the forced liquidation of investments before their maturity.

Our investment objectives may not be achieved. Although our portfolio consists mostly of highly-rated investments, the success of our
investment strategy is affected by general economic conditions, which may adversely affect the markets for credit and interest-rate-sensitive
securities, including the extent and timing of investor participation in these markets, the level and volatility of interest rates and, consequently,
the value of our fixed-income securities. Volatility or illiquidity in the markets in which we hold positions has reduced the market value of some
of our investments, and if this worsens substantially it could have a material adverse effect on our liquidity, financial condition and operating
results.
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Compared to historical averages, interest rates and investment yields on our investments generally have declined in recent years, which have
reduced the investment income we generate. In addition, we have kept a larger portion of our investment portfolio in shorter maturity
investments in order to meet the expected liquidity needs of our operating subsidiaries. This, in turn, has further reduced our investment income,
as interest rates on short-term investments have been minimal. We depend on our investments as a source of revenue and a prolonged period of
lower than expected investment yields would have an adverse impact on our revenues and could potentially adversely affect our results of
operations.

Radian Group s sources of liquidity may be insufficient to fund its obligations.

Radian Group serves as the holding company for our insurance subsidiaries and does not have any significant operations of its own. Radian
Group s principal liquidity demands include funds for: (1) potential additional capital support for our mortgage insurance subsidiaries; (2) the
payment of dividends on our common stock; (3) the payment of corporate expenses; (4) interest payments on our outstanding long-term debt;
(5) the repayment of our outstanding long-term debt, including $54.5 million principal amount of outstanding debt due in June 2015, $195.5
million principal amount of outstanding debt due in June 2017, $450 million principal amount of convertible debt due in November 2017 and, at
our option, any related conversion premium that we elect to settle in cash, and potentially $400 million of convertible debt due in March 2019
for which the principal amount and any conversion premium may, at our option, be settled in cash; and (6) potential payments to the U.S.
Treasury resulting from the examination of our 2000 through 2007 consolidated federal income tax returns by the IRS. In addition, as discussed
under Prospectus Supplement Recent Developments, on May 6, 2014, we announced an agreement to acquire Clayton for $305 million. In
connection with the acquisition, we plan to raise an aggregate amount to fund the purchase price and the related expenses of the transaction,
which we anticipate seeking to finance through the issuance of debt and equity. We can provide no assurance that we will be successful in
raising these funds on favorable terms or at all, in which case, we may be required to fund the acquisition with available liquidity, which would
reduce the amounts available for payment of our expenses and for capital contributions to Radian Guaranty and our other mortgage insurance
subsidiaries.

Radian Group has immediately available as of March 31, 2014, either directly or through an unregulated subsidiary, unrestricted cash and liquid
investments of approximately $615 million. The $615 million of available liquidity excludes certain additional cash and liquid investments that
have been advanced from our subsidiaries for corporate expenses and interest payments. Substantially all of Radian Group s obligations to pay
corporate expenses and interest payments on outstanding debt are reimbursed to Radian Group through the expense-sharing arrangements
currently in place with its subsidiaries.

As of March 31, 2014, Radian Guaranty s risk-to-capital ratio was 19.2 to 1. Currently, we expect to maintain Radian Guaranty s risk-to-capital
ratio at or below 20 to 1. However, we expect this target level to change upon the modification of GSE eligibility requirements or future

regulatory changes, as discussed further below. We estimate that an immaterial amount of additional capital contributions from Radian Group to
Radian Guaranty would be required during the next 12 months in order to maintain Radian Guaranty s risk-to-capital ratio at or below 20to 1. A
greater level of capital contributions could be required to maintain Radian Guaranty s risk-to-capital ratio at or below 20 to 1 if Radian Guaranty s
incurred losses are higher than anticipated or if our net RIF ultimately exceeds our current projections. See Risk Factors Our insurance
subsidiaries are subject to comprehensive regulations and other requirements, including capital adequacy measures, which if we fail to satisfy,
could limit our ability to write new insurance and increase restrictions and requirements placed on our insurance subsidiaries.

Radian Group also could be required to provide further capital support to Radian Guaranty to satisty new mortgage insurance eligibility
standards currently being developed by the FHFA. The GSEs are in the process of revising their standard mortgage insurer eligibility
requirements. We expect the revised eligibility requirements to be released for public comment as early as the second quarter of 2014 and for
these requirements to become effective following an implementation period. The changes are expected to include certain changes that are more
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onerous than the current requirements, including potentially: (1) a risk-to-capital ratio below Radian Guaranty s 19.2 to 1 risk-to-capital ratio as
of March 31, 2014; (2) capital requirements based on a variety of risk characteristics and measures of credit quality; and (3) a limitation on the
amount of capital credit available for subsidiary capital (including Radian Guaranty s capital that is attributable to its ownership of Radian Asset
Assurance). In addition, the NAIC is in the process of reviewing the minimum capital and surplus requirements for mortgage insurers and
considering changes to these and other requirements in the Model Act. While the outcome of this process is not known, it is possible that the
NAIC will recommend and adopt more stringent capital requirements that could increase the capital requirements for Radian Guaranty in states
that adopt the new Model Act. If the new GSE eligibility requirements or the NAIC proposals include more onerous capital requirements,
including any one or more of the potential requirements referenced above, we may need to provide additional capital support to, or arrange
additional capital relief for, Radian Guaranty, including potentially, entering into new reinsurance arrangements, increasing the amount of
capital contributions from our available holding company liquidity or seeking to raise funds in private or public capital transactions. For
example, if Radian Guaranty is required to maintain a maximum risk-to-capital ratio of 18 to 1, absent any other form of risk-to-capital support,
we estimate that we would be required to contribute approximately $200 million to Radian Guaranty during the next 12 months, assuming for
purposes of this example that there is no implementation period for these requirements. Although we can provide no assurances, we expect that
the new eligibility requirements will include an implementation period. Because we expect that Radian Guaranty will generate capital internally
in the future, the length of the implementation period could reduce that amount of additional capital support, if any, that we may need to provide
to Radian Guaranty. See Risk Factors Radian Guaranty could lose its eligibility status with the GSEs, causing Freddie Mac and Fannie Mae to
decide not to purchase mortgages insured by Radian Guaranty, which would significantly impair our mortgage insurance franchise.

Radian Group s U.S. consolidated federal income tax returns for tax years 2000 through 2007, which include the federal income tax returns of
our wholly-owned subsidiary, RGRI, were examined by the IRS. We are currently contesting proposed adjustments resulting from the IRS
examination of these tax years, which relate to the recognition of certain tax losses and deductions that were generated through our investment in
a portfolio of non-economic Real Estate Mortgage Investment Conduits ( REMICs ) residual interests currently held by RGRI. If these
adjustments were sustained, RGRI would be required to pay additional income taxes of approximately $128 million plus proposed penalties of
approximately $42 million. Additionally, we would incur interest expense on any sustained adjustments. Radian Group has agreed to indemnify
RGRI for any tax payments ultimately due to the IRS for the proposed adjustments. This indemnification was made in lieu of an immediate
capital contribution to RGRI that otherwise would have been required for RGRI to maintain its minimum statutory surplus requirements in light
of remeasurement as of December 31, 2011 of uncertain tax positions related to the portfolio of REMIC residual interests.

Cash flows from our investment portfolio, dividends from Radian Guaranty and permitted payments to Radian Group under tax- and
expense-sharing arrangements with our subsidiaries are Radian Group s principal sources of cash. In light of operating losses in Radian
Guaranty, we do not anticipate that it will be permitted under applicable insurance laws to issue dividends to Radian Group for the foreseeable
future. To the extent Radian Asset Assurance is able to declare dividends, these dividends will be paid to Radian Guaranty and not to Radian
Group. The expense-sharing arrangements between Radian Group and our insurance subsidiaries, as amended, have been approved by applicable
state insurance departments, but such approval may be revoked at any time.

In light of Radian Group s long- and short-term needs, it is possible that our liquidity demands could exceed currently available holding company
funds. If this were to occur, we may need to increase our available liquidity by incurring additional debt, by issuing additional equity or by
selling assets, any of which we may be unable to do on favorable terms, if at all.
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Our reported earnings are subject to fluctuations based on changes in our credit derivatives, trading securities, and other financial
instruments that require us to adjust their fair market value as reflected on our statements of operations.

We have significant assets and liabilities that we carry at fair value, with changes in fair market value recorded on our statements of operations
each period. These assets and liabilities include our credit derivatives, trading securities and variable interest entity ( VIE ) debt and related assets.
Because the changes in fair value of these derivatives and other financial instruments are reflected on our statements of operations, they have the
potential to affect our reported earnings and create earnings volatility. Economic conditions, as well as adverse capital market conditions,

including but not limited to, credit spread changes, benchmark interest rate changes, market volatility and declines in the value of underlying
collateral will impact the value of our investments and derivatives, potentially resulting in unrealized losses.

Specifically with respect to our credit derivatives, the gains and losses on these contracts are derived from internally generated models, which
may differ from models used by our counterparties or others in the industry. We estimate fair value amounts using market information, to the
extent available, and valuation methodologies that we deem appropriate in order to estimate the fair value amounts that would be exchanged to
sell an asset or transfer a liability. Considerable judgment is required to interpret available market data to develop the estimates of fair value.
Since there currently is no active market for many of our credit derivatives, we have had to use assumptions as to what could be realized in a
current market exchange. In the event that our investments or derivative contracts were sold or transferred in a forced liquidation or otherwise,
the fair values received or paid could be materially different from those reflected in our financial statements. Additionally, our actual ultimate
credit losses on these derivatives could significantly exceed or be significantly less than our fair value liabilities.

Temporary market or credit spread changes, as well as actual credit improvement or deterioration in our derivative contracts, are reflected in
changes in fair value of derivative instruments. We also make an adjustment to our derivative liability valuation methodology to account for our
own non-performance risk by incorporating our observable credit default swaps ( CDS ) spread into the determination of fair value of our credit
derivatives. Since January 2007, our five-year CDS spread has increased significantly and has fluctuated materially. Our five-year CDS spread
was 288 basis points as of March 31, 2014. This market perception of our risk of non-performance has had the effect of reducing our derivative
liability valuations by approximately $181.3 million as of March 31, 2014. Perceived improvement in our financial condition could cause our
CDS spread to tighten. If our CDS spread tightens significantly, and other credit spreads utilized in our fair value methodologies remained
constant, our earnings could be reduced.

Under our long-term incentive compensation program, we currently have outstanding stock-based performance awards that are to be settled in
cash. These awards mainly consist of performance-based restricted stock unit ( RSU ) awards that were granted in 2011 and 2012 and which vest
in June 2014 and June 2015, respectively. Because these awards are cash-settled, we are required to determine their fair value as of the end of
each reporting period and to record any changes in their fair value within other operating expenses. As a result, any change in the fair value of
these awards, which is highly correlated to changes in our stock price, can result in volatility in our results of operations during the periods that
these awards remain outstanding.

Our information technology systems may fail or we may experience an interruption in their operation.

Our business is highly dependent on the effective operation of our information technology systems. Our information technology systems are
vulnerable to damage or interruption from power outages, computer and telecommunications failures, computer viruses, cyber-attacks, security
breaches, catastrophic events and errors in usage. Although we have disaster recovery and business continuity plans in place, we may not be able
to adequately execute these plans in a timely fashion. We rely on our information technology systems for many enterprise-critical functions and
a prolonged failure or interruption of these systems for any reason could cause significant disruption to our operations and have a material
adverse effect on our business, financial condition and operating results.
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We may lose business if we are unable to meet our customers technological demands.

Our ability to meet the needs of our customers is dependent on our ability to keep pace with technological advances and to invest in new
technology as it becomes available. Participants in the mortgage insurance industry rely on e-commerce and other technologies to provide their
products and services. Our customers generally require that we provide aspects of our products and services electronically and the percentage of
our NIW and claims processing that we deliver electronically has continued to increase. We expect this trend to continue and, accordingly, we
may not satisfy our customers requirements if we fail to invest sufficient resources or otherwise are unable to maintain and upgrade our
technological capabilities. This may result in a decrease in the business we receive, which could negatively impact our business and results of
operations.

Our information technology systems may become outdated and we may not be able to make timely modifications to support our products and
services.

Our business is highly dependent on the effective operation of our information technology systems. Many of our information technology systems
have been in place for a number of years. When we make changes to our existing products and services, or as new products with new features
emerge, our systems require modification in order to support these products and process transactions appropriately. Making appropriate
modifications to our systems involves inherent time lags and may require us to incur significant expenses. If we are unable to make necessary
modifications to our systems in a timely and cost-effective manner or successfully upgrade our systems to avoid obsolescence of our information
technology platform, our business, financial condition and operating results could be negatively affected.

We are in the process of implementing a major technology project to improve our operating systems, including a new platform for our mortgage
insurance underwriting, policy administration, claims management and billing processes. The project is intended to enhance our business and
technological capabilities by increasing operational efficiencies and reducing complexities resulting from multiple platforms. The
implementation of these technological improvements is complex, expensive and time consuming. If we fail to timely and successfully implement
the new technology systems and business processes, or if the systems do not operate as expected, it could have an adverse impact on our
business, business prospects and results of operations.

The security of our information technology systems may be compromised and confidential information, including non-public personal
information that we maintain, could be improperly disclosed.

Our information technology systems may be vulnerable to physical or electronic intrusions, computer viruses or other attacks. As part of our
business, we, and certain of our subsidiaries and affiliates, maintain large amounts of confidential information, including non-public personal
information on consumers and our employees. Breaches in security could result in the loss or misuse of this information, which could, in turn,
result in potential regulatory actions or litigation, including material claims for damages, as well as interruption to our operations and damage to
our reputation. While we believe we have appropriate information security policies and systems in place in order to prevent unauthorized use or
disclosure of confidential information, including non-public personal information, there can be no assurance that such use or disclosure will not
occur. Any compromise of the security of our information technology systems, or unauthorized use or disclosure of confidential information,
could subject us to liability, damage our reputation and have a material adverse effect on our business, financial condition and operating results.

We are subject to the risk of private litigation and regulatory proceedings.

We currently are a party to material litigation and are subject to certain regulatory proceedings. The cost to defend these actions and the ultimate
resolution of these matters could have a material adverse impact on our business, financial condition and results of operations. Additional
lawsuits, regulatory proceedings and other matters may also arise in the future.
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In the past, we have been subject to litigation alleging, among other things, that our captive reinsurance agreements, as well as pool insurance
and contract underwriting services, constitute unlawful payments to mortgage lenders under the Real Estate Settlement Procedures Act of 1974
( RESPA ). We and other private mortgage insurers currently are serving as a defendant in a series of putative class action lawsuits under RESPA
with respect to our captive reinsurance agreements. In addition, we and other mortgage insurers have been subject to inquiries and investigative
demands from state and federal governmental agencies, including the CFPB, requesting information relating to captive reinsurance. In April
2013, we reached a settlement with the CFPB that concludes its investigation with respect to Radian Guaranty without any findings of
wrongdoing. We and other mortgage insurers have also been subject to inquiries from the Minnesota Department of Commerce relating to
captive reinsurance. We are cooperating with the Minnesota Department of Commerce and are engaged in active discussions with them
regarding their inquiries, including various alternatives for resolving this investigation. Various regulators, including the CFPB, state insurance
commissioners or state attorneys general may bring additional actions or proceedings regarding our compliance with RESPA or other laws
applicable to our mortgage insurance business. We cannot predict whether additional actions or proceedings will be brought against us or the
outcome of any such actions or proceedings.

Since 2008, the amount of insurance we have rescinded due to fraud, misrepresentation, underwriting negligence or other non-compliance with
our insurance policies has increased significantly and we have denied a significant number of claims for failing to satisfy the claim perfection
requirements under our master insurance policy. In more recent years, we have curtailed a significant number of claims as a result of servicers
failing to satisfy the standards set forth in our master insurance policy and servicing guidelines thereby increasing our risk of loss. In addition,
we have identified a significant number of defaulted loans for which appropriate proceedings (actions or proceedings such as foreclosure that
provide the insured with title to the property) may not have been commenced within the outermost deadline in our master insurance policy. We
currently are in discussions with the servicers for these loans regarding this potential violation and our corresponding rights under the master
insurance policy. We face an increasing number of challenges from certain of our lender customers regarding our loss mitigation activities, some
of which have resulted in reversals of our decisions regarding rescissions, denials or claim curtailments. We are currently in discussions with
customers regarding our loss mitigation activities, which if not resolved, could result in arbitration or additional judicial proceedings.

On August 1, 2011, Radian Guaranty filed a lawsuit against Quicken in the U.S. District Court for the Eastern District of Pennsylvania, seeking
a declaratory judgment that Radian Guaranty properly rescinded mortgage insurance coverage under our master insurance policy and delegated
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