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TO OUR SHAREHOLDERS:
I am pleased to report that Essent delivered 
strong financial results in 2022. Favorable 
credit performance along with increased 
investment income and persistency on our 
insured portfolio due to higher interest rates 
drove our economic engine to deliver high 
quality earnings. 

In 2022, we earned $831 million or $7.72 
per diluted share, compared to net income of $682 million or 
$6.11 per diluted share in 2021, while generating a 19% return 
on average equity. Our financial results for 2022 include a 
loss provision benefit of $175 million as a result of favorable 
development together with a 40% increase in net investment 
income to $124 million in 2022 as a result of higher interest rates. 

Heading into 2023, we remain confident in our buy, manage and 
distribute operating model, despite some economic uncertainty 
in the U.S. As for the economy, the consumer demonstrated 
resilience in 2022 and unemployment has remained relatively 
stable. With regards to housing, we remain constructive over 
the longer term as we continue to believe that low inventory and 
demographic driven demand should support home prices.

CREDIT PERFORMANCE
Our favorable development in 2022 was primarily driven by 
revisions to our estimate of ultimate loss for defaults reported 
in the second and third quarters of 2020, which resulted in a 
benefit recorded to the provision for losses of $164 million. Actual 
claim levels were lower than initially projected, thereby reducing 
the need for the related reserves. At year-end 2022, our default 
rate was 1.7% while the credit profile of our $227 billion insured 
portfolio was strong, maintaining a weighted average FICO of 746 
and original LTV of 92%.

Our franchise is levered to the economy and housing, so we 
continue to manage the business considering a range of 
scenarios given the uncertain economic environment. We 
continue to utilize programmatic reinsurance to mitigate cycle 
volatility while also deploying EssentEDGE®, our risk-based pricing 
engine, in evaluating and pricing long-tail mortgage credit risk.

RISK-BASED PRICING ENGINE IS AN EFFECTIVE RISK 
MANAGEMENT TOOL
EssentEDGE applies machine learning techniques to analyze 
consumer and mortgage data to price credit risk granularly. It 
is an effective risk management tool to support credit selection 
and enables us to optimize risk-adjusted returns while adeptly 
responding to perceived changes in credit dynamics. This 
pricing flexibility allowed us to increase premium rates in 2022 
in anticipation of credit normalization. In the meantime, we 
incorporated our forward-looking home price model to manage 
our exposures in markets where we anticipate housing or 
economic weaknesses. We believe EssentEDGE is mutually 
beneficial  delivering our best price to borrowers while 
optimizing our unit economics.

BUY-MANAGE-DISTRIBUTE IS THE KEY TO 
A SUSTAINABLE MI FRANCHISE
In 2018, we began placing programmatic reinsurance to hedge 
risk and mitigate volatility, transforming our operating model 
from “Buy and Hold” to “Buy, Manage and Distribute,” and 
enabling Essent to become a sustainable franchise through the 
credit cycle. We are pleased with the cost-efficient reinsurance 
protection we have acquired from capital markets and traditional 

reinsurers over the last five years. Today, our balance sheet is 
strong with $4.5 billion of equity capital, $425 million of debt 
and approximately $2.5 billion of “contingent capital” in the 
form of Insurance-Linked Notes (ILN) and excess-of-loss (XOL) 
reinsurance protection, plus additional coverage from Quota-Share 
(QS) reinsurance.

Although the cost of reinsurance has increased given capital 
markets volatility and a hardening reinsurance market, we 
are encouraged by continued interest of ILN investors and 
reinsurers in taking mortgage credit risk, which bodes well for 
the sustainability of reinsurance executions in the long term.

HIGHER RATES CAN BE A TAILWIND FOR MORTGAGE 
INSURANCE
Mortgage rates spiked from 3.0% to 7.0% in 2022 due primarily 
to the Federal Reserve’s response to higher inflation. In this 
environment, the housing industry experienced slowing home 
sales, reduced refinance activity and a significant decline in 
mortgage origination volume. Essent wrote $63 billion of new 
insurance written (NIW) in 2022, a 25% decline from the $84 billion 
of NIW in 2021. However, we grew our insurance in force by 10% 
to $227 billion in 2022 due to persistency increasing to 82% at the 
end of 2022, up from 65% a year earlier. At the end of 2022, our 
portfolio had a weighted average note rate of 3.8%, which results 
in reduced refinance incentives given the higher mortgage rates 
in the marketplace.

Higher rates are also a tailwind for our ~$5 billion investment 
portfolio. We ended the year with an annualized investment 
yield of 3.0% while putting new money to work at a yield of 
approximately 5.0%. Every 1 point increase in the investment yield 
translates to roughly a 1 point increase in return on equity (ROE).  

A MEASURED APPROACH TO CAPITAL MANAGEMENT
We take a measured approach to capital management to ensure 
that we always operate from a position of strength, balancing the 
needs to maintain a strong balance sheet, grow our core business, 
invest in our franchise, and return capital to shareholders. 
Given the embedded leverage in our insurance portfolio and our 
reinsurance coverage, we continue to be mindful of our financial 
leverage, with the lowest debt-to-capital in the industry at 9% at 
the end of 2022. At the same time, our holding company liquidity 
remained strong with over $1 billion of total liquidity, including 
$685 million of net cash and investments plus $400 million of 
undrawn revolving capacity. We are a firm believer that “capital 
begets opportunity.”

We have invested in the growth of our franchise through our 
multiple economic engines. Along with the growth of our 
mortgage insurance (MI) portfolio, during 2022, Essent Re, our 
Bermuda-based reinsurance company, had another strong year 
of performance. In addition to reinsuring our U.S. MI business 
through a 35% affiliate QS agreement, Essent Re participates 
in risk-share transactions with Fannie Mae and Freddie Mac 
(collectively, the “GSEs”) and provides fee-based managing 
general agent (MGA) services to reinsurer clients. Essent Re’s 
third-party business has generated income over $275 million 
ever-to-date. Our EssentVentures unit has invested across 
venture capital, private equity, structured credit funds and 
direct investments, with a goal to generate both financial and 
informational returns. As of December 31, 2022, we have invested 
$237 million with approximately $85 million of value created, of 
which $64 million has been returned as realized proceeds.
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ADDITIONAL FINANCIAL HIGHLIGHTS FOR FULL YEAR 2022

• Net premiums earned were $842.5 million, compared to  
$872.5 million for 2021.

• An expense ratio of 20.4%, compared to 19.1% for 2021.

• Percentage of loans in default were 1.66%, compared to 2.16%  
at the end of 2021.

• A combined ratio of -0.4%, compared to 22.7% for 2021.

NET PREMIUMS EARNED AND NET INCOME
($ Millions)

INSURANCE IN FORCE AND NEW INSURANCE WRITTEN
($ Billions)

Insurance In ForceNew Insurance Written

CAPITAL AND EQUITY
($ Millions)

Combined Statutory 
Capital(1) 

Combined Risk 
to Capital Ratio(1)

Consolidated 
GAAP Equity 

(1) Represents combined metrics for the U.S. insurance subsidiaries Essent Guaranty, Inc. and  
      Essent Guaranty of PA, Inc.
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The strength of our operating model and our approach to capital 
management provide us with confidence in the stability of Essent’s 
cash flow and our ability to return earnings to our shareholders in 
the form of dividends and share repurchases. Since we initiated 
a quarterly dividend of $0.15 per share in September 2019, we 
have steadily increased it to $0.25 per share in March 2023. 
Moving forward, we plan to review our common dividend annually. 
In 2022, we repurchased 2.1 million ESNT shares for $92.2 
million, completing our inaugural $250 million share repurchase 
authorization announced in May 2021. In May 2022, our Board 
authorized a second $250 million share repurchase authorization.
We will continue to evaluate share repurchases as we gain further 
clarity with the economic environment as 2023 unfolds.

BEING A RESPONSIBLE CORPORATE CITIZEN
The strength of our balance sheet and operating model allows 
Essent to fulfill our mission to support affordable and sustainable 
homeownership. We are here, in times of good and bad, to help 
borrowers achieve home ownership by providing liquidity through 
MI and to protect taxpayers by paying MI claims timely. We 
continue to believe that Essent and our industry can play a greater 
role in leveraging private capital to support a strong and robust 
housing finance system while mitigating taxpayer risk.

In 2022, we published the third edition of our annual Sustainability 
Report and continued to explore ways to enhance our overall 
environmental, social, and governance (ESG) initiatives. Embedded 
within the core of our MI business is a more inclusive future, and 
our dedication to responsible corporate stewardship is critical to 
our long-term success  doing the right thing is and will always  
be at the forefront of our mission.

BUILDING OUR BUSINESS FOR THE LONG-TERM
Looking ahead, we are excited about continuing the build out  
of our economic engines for the long term. We do not have  
a crystal ball for what is ahead, but we are prepared for a range  
of economic scenarios to ensure we will remain a trusted partner  
for our stakeholders through the cycle.

Through the efforts at EssentVentures, we identified the title 
transaction we announced in February 2023. This opens a 
new chapter for Essent, with title insurance being a natural 
complement to our MI business with relatively stable underwriting 
performance and efficient capital requirements. The pending 
acquisition grants us access to a new line of business and will add 
a team of seasoned title professionals to Essent. It also provides 
us a platform to leverage our capital position, lender network and 
operational expertise in a well-established, adjacent sector. Title 
insurance has the potential to be a complementary economic 
engine to fuel Essent’s long-term growth and diversification.

We are the steward of your capital and we do not take our task 
lightly. Our management team and Board of Directors remain 
committed to prudently and profitably writing high-quality 
business, growing the Essent franchise and generating strong 
returns. We believe that the success of our business is best 
measured by the growth in book value per share  since going 
public in 2013, we have achieved a compound annual growth  
rate of 19.5% for this metric.

Thank you for your confidence in us and for investing in Essent.

Mark A. Casale 
Chairman and Chief Executive Officer
March 2023
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38.7%

HIGH QUALITY 
INSURANCE PORTFOLIO

$227.1 BILLION

STRONG BALANCE SHEET

Cash & Investments 
at Hold Cos.

Credit Rating of
Aaa to Aa33

Investment Grade 
Securities

U.S. Government & 
Agency Securities or 
Money Market Funds

ROBUST REINSURANCE PROTECTION

STRENGTH IN NUMBERS.

86.5% 8.3%
5.2%

BY FICO
<680

700+

680-699

Access to Excess of Loss 
Reinsurance of

$2.5 BILLION
Reinsurance Protection on

98% OF INSURED
PORTFOLIO

STRONG CAPITAL & LIQUIDITY

INVESTMENTS AVAILABLE FOR SALE

$1.1 BILLION
Liquidity at Holding Companies & 
Undrawn Credit Facility Capacity

9% DEBT-TO-CAPITAL 
RATIO

98% 61% 32% $685
MILLION

A (Excellent)
AM BEST:

BBB+
S&P: 

Essent Guaranty, Inc. & Essent Reinsurance Ltd. Combined U.S.
Risk-to-Capital2

10.2:1
BVPS Compound Annual 
Growth Rate Since Going 
Public in 2013

19.5%
EXCEPT WHERE NOTED, DATA AND RATINGS ARE AS OF DECEMBER 31, 2022

A3
MOODY’S: 
Essent Guaranty, Inc.

FINANCIAL STRENGTH1 

1 For more information, visit "Ratings Definitions" in the Ratings section at moodys.com, 
the "Rating Methodologies" section at ambest.com and "Understanding Credit Ratings" at 
spratings.com.

2 The combined U.S. risk-to-capital ratio equals the net risk in force of Essent Guaranty, Inc. and Essent 
Guaranty of PA, Inc. divided by the combined statutory capital of these U.S. insurance companies.

3 Based on ratings issued by Moody's, if available. S&P or Fitch rating utilized if Moody's not available.

$4.5 BILLION $5.1 BILLION $1.4 BILLION
Of GAAP Equity Consolidated Cash & Investments

$589 MILLION
Of Total Net Operating Cash Flow 
in the Last Twelve Months

Excess U.S. PMIERs Capital

95.01%

90.00%

90.01%-95.00%BY LTV

13.8%

47.5%
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Christopher G. Curran
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Wei Ding
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Senior Vice President, 
Chief Information Officer

William P. Higgins
Senior Vice President, 
Strategic Initiatives

William D. Kaiser
Senior Vice President, 
Chief Operations Officer

David B. Weinstock 
Senior Vice President,
Chief Financial Officer

Paul Wollmann
President and Chief Underwriting Officer, 
Essent Reinsurance Ltd.

BOARD OF DIRECTORS

Mark A. Casale
Chairman and Chief Executive Officer,
Essent Group Ltd.

Henna (Anu) Karna
Global General Manager,
Google (Alphabet Inc.)

Aditya Dutt
Partner and President,
Aeolus Capital Management, Ltd.

Robert Glanville
Managing Member,
REG Consulting LLC

Angela Heise
Corporate Vice President, Worldwide Public Sector,
Microsoft Corporation

Roy J. Kasmar
President,
Kazmar Co. LLC

Allan Levine
Chairman and Chief Executive Officer,
Global Atlantic Financial Group 

Douglas J. Pauls
Retired Chief Financial Officer,
BankUnited, Inc.

William Spiegel
Executive Chairman,
R&Q Insurance Holdings
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