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RISK SERVICES

Arch Credit Risk Services provides clients the
benefit of the full mortgage underwriting and
analytical expertise of Arch Capital Group’s
Global Mortgage Group, which includes Arch
Mortgage Insurance Company (Arch MI), the
largest provider of mortgage insurance in the U.S.

At Arch, our focus is on providing risk
management, risk financing and capital
optimizing products to the housing sector
worldwide. Arch MI, and the MI companies we
have acquired, represent more than 50 years of
MI industry participation.

We have decades of experience underwriting for
different insurance and reinsurance lines and a
worldwide organization staffed with industry
veterans committed to thoughtful risk review and
supported by advanced modeling and analytics.

As an innovative risk transfer agent and
underwriter, Arch embraced the credit risk transfer
(CRT) structures of the government-sponsored
enterprises (GSEs) from their initiation. In 2013,
Arch partnered with Freddie Mac to develop the
first GSE CRT in the reinsurance market and has
been the largest participant since.
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ALIGNMENT OF INTERESTS

Market leading U.S. Mortgage Insurer and
participant in GSE CRT programs.

SPEED OF PARTICIPATION

Accelerated access to this market by
partnering with Arch.

PROPRIETARY CREDIT RISK MODELLING

Designed to effectively assess the uniqueness
of GSE CRT risk transfer portfolios.

MACROECONOMIC SURVEILLANCE

Macroeconomic insights provided by Parker
Ross and his staff.

ADVANCED DATA VISUALIZATION TOOLS

Developed to help clients organize, view and
analyze mortgage data.




Macroeconomic Surveillance

The mortgage credit risk the GSEs are transferring to reinsurers
and the capital markets is correlated to the overall U.S. economy
and, more specifically, the housing and mortgage market.

Arch Capital Group employs a team of economists led by Parker
Ross, to help understand and put into context the economy’s
impact on the housing market.

By tracking key market indicators and through the application of
the proprietary Arch MI Risk Index®, which is a statistical model
based on nine indicators of the health of local housing markets,
Arch provides valuable insights that are critical for understanding
the current opportunities and risks.

Some of these insights are published in a quarterly industry report,

the Housing and Mortgage Market Review® (HaMMR™).
Historical HOMMR reports can be found at archmi.com/hammr.

Arch Credit Risk Services clients benefit from the insights provided
by Parker Ross and his staff and receive additional services and
reports that are not available to the public.
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All about Recessions: Is Housing at Risk?

Concern about the next recession has
picked up in recent months. According
to The Wall

reviewing what happened to the housing
market during previous recessions to
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over the next year at 25 percent

It's not that this time is
different, it's that last time
was really different.

The risk has been increasing. Global
growth has slowed, Q1 2019 looks to
be unusually weak and the current
soon be the

ongestin US. hi smry Furthermore,
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the economic
by tox cuts and increased federal
spending is expected to dissipate soon.
While the timing of the start of the next
recession is not something that can

What we found is that the next
recession s ikely to be far less severe
on the housing market than the last

it's thot last time was really different
from historic norms. At the start of the.
housing was overbuil,
had emerged in many

cities and we were awash in high-risk
loan products, such as Option ARMS
and no-doc loans. Conditions are
nearly the exact opposite now: The U.S.
s underbuil, buyers are more cautious
‘and loan quality is higher Last, but not
least, home prices in 2006 were highly
overvalued nationally (perhaps by

be known absolutely, a recession is
inevitable at some point. Soitis worth

tobeing
modestly overvalued (our estimate is
510 percent) now.
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Analytics

Our dedicated team of credit risk modelers, data
scientists and actuaries provide clients with the full suite
of analytical services required to underwrite GSE CRT
transactions.

A key benefit of Credit Risk Services is access to a
powerful suite of data visualization tools. Built on
Microsoft’s Power Bl platform, our team of data
modelers and scientists provides a wide array of options
for reviewing portfolio data. Additionally,
clients can access the application to
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review and assess information that is of
particular interest to them.
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Our proprietary credit risk model,
ARMOR, was developed specifically for

assessing U.S. mortgage credit risk - -
including collateral in the GSE CRT
programs. We also provide clients with

results from a benchmark model

developed by an external vendor.
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