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Research Update:

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

Overview

« CMsG Mortgage I nsurance Co.'s delinquencies and | osses, which historically
have been | ower than peers', were el evated through Decenber 2009 because
of macroeconomi ¢ conditions.

e« As a result, we have lowered the counterparty credit and financi al
strength ratings on the conpany to 'BBB' from ' BBB+' .

« The outl ook is negative because we expect the conpany's higher |evels of
| osses and del i nquencies to persist at |east through 2010.

Rating Action

On Feb. 17, 2010, Standard & Poor's Ratings Services lowered its counterparty
credit and financial strength ratings on CMG Mortgage | nsurance Co. (CMG M)
to 'BBB' from'BBB+ . At the sanme time, Standard & Poor's renoved these
ratings from Credi t Watch, where they were placed on Cct. 27, 2009, with
negative inplications. The outlook is negative.

Rationale

Because CMG M's book of business is of relatively high quality, CMG M has
typically reported stronger results than the nortgage i nsurance sector

overall. For exanple, CM5 M remmined profitable in 2008, while the reminder
of the sector incurred outsized operating | osses. Neverthel ess, the recession
and housi ng-cycle downturn have hurt CMG M as well, resulting in a loss ratio

of approximately 135% as of the third quarter of 2009 and pretax operating
| osses of $25 million for the sane period (after reversing the net inpact of
conti ngency reserve bookings).

Del i nquenci es and | osses incurred increased substantially throughout
2009, a trend we believe will continue into 2010. This is indicative of our
bel i ef that macroeconomi c conditions such as hi gh unenpl oynent have resulted
in a nmore significant transition of delinquencies into CMc M's |ower-risk
portfolio. We believe these will result in ongoing high |evels of
del i nquenci es and incurred | osses that will exceed our prior expectations for
operating | osses in 2010, reducing the likelihood of a return to profitability
in 2011.

Outlook

The outl ook on CMG M is negative, largely reflecting the potential for

del i nquenci es and | osses to exceed our revised forecast because of
uncertainties in the macroecononi c environnent and the pace of the economc
recovery.
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Qur expectations are that delinquencies will continue at an el evated
| evel throughout 2010, with a full-year default rate exceeding 5% resulting
in aloss ratio exceeding 120% If the U S. econony were to experience a
significant setback, with unenpl oynment increasing beyond Standard & Poor's
expectations of a peak above 10% in June 2010, delinquencies and resulting
| osses could increase at an even greater rate than we expect. If this were to
happen, CMG M's return to profitability could be significantly del ayed, and
CMG M coul d experience further downgrades.

Related Research
* Interactive Ratings Methodol ogy, April 22, 2009.

Ratings List
Downgr aded; CreditWatch/ Qutl ook Action

To From
CMG Mortgage | nsurance Co.
Counterparty Credit Rating
Local Currency BBB/ Negat i ve/ - - BBB+/ Wt ch Neg/ - -
Financial Strength Rating
Local Currency BBB/ Negat i ve/ - - BBB+/ Wat ch Neg/ - -

Conpl ete ratings information is available to RatingsDirect on the d obal
Credit Portal subscribers at ww. gl obal creditportal.comand RatingsDirect
subscribers at www. ratingsdirect.com All ratings affected by this rating
action can be found on Standard & Poor's public Wb site at

www. st andar dandpoors. com Use the Ratings search box located in the |eft
col um.
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