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Research Update:

CMG Mortgage Insurance Co. Ratings Lowered
To 'BBB' From 'BBB+'; Outlook Negative

Overview
• CMG Mortgage Insurance Co.'s delinquencies and losses, which historically
have been lower than peers', were elevated through December 2009 because
of macroeconomic conditions.

• As a result, we have lowered the counterparty credit and financial
strength ratings on the company to 'BBB' from 'BBB+'.

• The outlook is negative because we expect the company's higher levels of
losses and delinquencies to persist at least through 2010.

Rating Action
On Feb. 17, 2010, Standard & Poor's Ratings Services lowered its counterparty
credit and financial strength ratings on CMG Mortgage Insurance Co. (CMG MI)
to 'BBB' from 'BBB+'. At the same time, Standard & Poor's removed these
ratings from CreditWatch, where they were placed on Oct. 27, 2009, with
negative implications. The outlook is negative.

Rationale
Because CMG MI's book of business is of relatively high quality, CMG MI has
typically reported stronger results than the mortgage insurance sector
overall. For example, CMG MI remained profitable in 2008, while the remainder
of the sector incurred outsized operating losses. Nevertheless, the recession
and housing-cycle downturn have hurt CMG MI as well, resulting in a loss ratio
of approximately 135% as of the third quarter of 2009 and pretax operating
losses of $25 million for the same period (after reversing the net impact of
contingency reserve bookings).

Delinquencies and losses incurred increased substantially throughout
2009, a trend we believe will continue into 2010. This is indicative of our
belief that macroeconomic conditions such as high unemployment have resulted
in a more significant transition of delinquencies into CMG MI's lower-risk
portfolio. We believe these will result in ongoing high levels of
delinquencies and incurred losses that will exceed our prior expectations for
operating losses in 2010, reducing the likelihood of a return to profitability
in 2011.

Outlook
The outlook on CMG MI is negative, largely reflecting the potential for
delinquencies and losses to exceed our revised forecast because of
uncertainties in the macroeconomic environment and the pace of the economic
recovery.
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Our expectations are that delinquencies will continue at an elevated
level throughout 2010, with a full-year default rate exceeding 5%, resulting
in a loss ratio exceeding 120%. If the U.S. economy were to experience a
significant setback, with unemployment increasing beyond Standard & Poor's
expectations of a peak above 10% in June 2010, delinquencies and resulting
losses could increase at an even greater rate than we expect. If this were to
happen, CMG MI's return to profitability could be significantly delayed, and
CMG MI could experience further downgrades.

Related Research
• Interactive Ratings Methodology, April 22, 2009.

Ratings List
Downgraded; CreditWatch/Outlook Action

To From
CMG Mortgage Insurance Co.
Counterparty Credit Rating
Local Currency BBB/Negative/-- BBB+/Watch Neg/--
Financial Strength Rating
Local Currency BBB/Negative/-- BBB+/Watch Neg/--

Complete ratings information is available to RatingsDirect on the Global
Credit Portal subscribers at www.globalcreditportal.com and RatingsDirect
subscribers at www.ratingsdirect.com. All ratings affected by this rating
action can be found on Standard & Poor's public Web site at
www.standardandpoors.com. Use the Ratings search box located in the left
column.
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S&P may receive compensation for its ratings and certain credit-related analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right
to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and
www.ratingsdirect.com and www.globalcreditportal.com (subscription), and may be distributed through other means, including via S&P publications and third-party
redistributors. Additional information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

Credit-related analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact or
recommendations to purchase, hold, or sell any securities or to make any investment decisions. S&P assumes no obligation to update the Content following publication in any
form or format. The Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or
clients when making investment and other business decisions. S&P's opinions and analyses do not address the suitability of any security. S&P does not act as a fiduciary or
an investment advisor. While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or
independent verification of any information it receives.

No content (including ratings, credit-related analyses and data, model, software or other application or output therefrom) or any part thereof (Content) may be modified,
reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of S&P. The Content
shall not be used for any unlawful or unauthorized purposes. S&P, its affiliates, and any third-party providers, as well as their directors, officers, shareholders, employees or
agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not responsible for any errors or
omissions, regardless of the cause, for the results obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is
provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any
party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without
limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the possibility of such damages.
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