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Date of report: Dec 01, 2020                                                                                P/E ratio for RDN: 9.38 
Stock: Radian Group. (RDN)                                                                          P/E Ratio for Industry: 12.5 
Sector: Diversified Financials and Insurance                                                             Price target: 38.91 
Subsector: Insurance                                                                                                  Current  price: 19.14  

Recommendation: Hold 

 
Company Summary 

  
 Radian (RDN) is primarily a mortgage insurance company that offers an array of services beyond 
insurance as well. Some of those being mortgage risk protection, asset management and property 
valuation. Within their main line of business, they are a major player in private mortgage insurance, and 
they pride themselves on being one of the most technologically advanced insurance providers out there. 
Throughout Radian’s life they have continuously acquired new firms in order to provide a streamlined 
client experience, one of the most recent acquisitions being Five Bridges Advisors which brings them up 
to speed in the big data era. They now have better data analytics, machine learning, and artificial 
intelligence helping them provide the best service for their clients. This focus on technology is 
something not many other companies in this industry are doing which gives Radian a key edge for 
growing in the future. The company has recently benefited from a record of new insurance written 
(NIW) hitting 25.5 billion in Q2 of 2020 alone. They are projecting that for FY 2020 they will have 
brought in over 75 billion in NIW. While roughly 40% of this comes from refinancing, they continue to 
show great resilience by setting new highs even with the uncertainty that Covid-19 has brought. 
 

Industry Outlook 
  
With the mortgage market doing better than it was during the 2008 financial crisis it gives outlook to a 
good recovery for the private mortgage insurance industry. Although recovery looks good there are still 
certain factors that need to be taken into consideration such as mortgage delinquencies that are looking 
to be higher than normal as more people default on loans providing a level of risk to insurance 
companies that is unprecedented. With Covid-19 still being around and jobless claims continuing to be 
greater than average it brings another risk which is the potential decline of new insurance written for 
the industry, but Radian has shown extreme strength in this area thus proving they are taking the right 
steps to counteract the perceived risks. On the flip side home prices have rose 7.8 percent since October 
2019 showing that there is a greater demand than supply all over the US and many being first time 
home buyers, they will require mortgage insurance which will drive the industry to grow even more in 
the coming years. 

 



Cash Flow History and Forecast 
 

 
 
 
 For my cash flow forecasting and valuation, I found it difficult  to find specific drivers in the 
private mortgage industry other than home sales, which have been doing great recently but I 
with the cases of Covid-19 on the rise again I did not want to take an overly positive assumption 
and decided that a moving average of the previous years would be the best approach as it 
accounts for the volatility that has happened in the housing market historically. As for the 
calculations on goodwill, the company had made a big acquisition to their services department 
which was reflected in 2017 and in 2019 they are holding for sale a company they own called 
Clayton and the balance reflected is a fair value of the cash flows from the sale when it 
happens. The company has no major acquisition plans reported and that is why I have 
forecasted goodwill as zero. 
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Sensitivity Analysis 
 
 
 

 
 
 
 
 
 
 
 

 


