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PROSPECTUS
$210,000,000

3.50% Convertible Senior Notes Due 2008
and the Common Stock Issuable Upon Conversion of the Notes

New Century Financial Corporation issued its 3.50% Convertible Senior Notes due July 3, 2008 in a private offering in an aggregate
principal amount of $210,000,000. Selling securityholders will use this prospectus to resell the notes and the shares of our common stock
issuable upon conversion of the notes.

The notes are convertible at any time prior to maturity into shares of our common stock at a conversion price of approximately $34.80 per
share (subject to certain adjustments). This is equivalent to a conversion rate of approximately 28.7366 shares per $1,000 principal amount of the
notes. Upon conversion, we will have the right to deliver cash in lieu of shares of our common stock or to deliver a combination of cash and
shares of our common stock. The notes are general unsecured obligations, ranking on a parity in right of payment with all our existing and future
unsecured senior indebtedness and our other general unsecured obligations, and senior in right of payment to all our future subordinated
indebtedness.

The interest rate on the notes is an annual rate of 3.50% of the principal amount. Interest on the notes is payable in cash on January 3 and
July 3 of each year until maturity. At maturity, on July 3, 2008, we will redeem the notes at their principal amount.

You may require us to repurchase all or a portion of your notes, subject to specified exceptions, upon the occurrence of a fundamental
change as described herein under "Description of Notes Repurchase of Notes at a Holder's Option Upon a Fundamental Change."

The notes are not listed on any national securities exchange or on Nasdaq. Our common stock is quoted on The Nasdaq National Market
under the symbol "NCEN." The last reported bid price of our common stock on January 23, 2004 was $49.12 per share.

Investing in the notes involves risks.
See ''Risk Factors'' beginning on page 7.

We will not receive any of the proceeds from the sale of the notes or the shares of our common stock issuable upon conversion of the notes
by any of the selling securityholders. The notes or common stock may be offered in negotiated transactions or otherwise, at market prices
prevailing at the time of sale or at negotiated prices. In addition, the shares of our common stock may be offered from time to time through
ordinary brokerage transactions on The Nasdaq National Market. The selling securityholders may be deemed to be "underwriters" as defined in
the Securities Act of 1933, as amended (the "Securities Act"). If the selling securityholders use any broker-dealers, any commission paid to
broker-dealers and, if broker-dealers purchase any notes or shares of our common stock as principals, any profits received by such
broker-dealers on the resale of the notes or shares of our common stock may be deemed to be underwriting discounts or commissions under the
Securities Act.
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Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these
securities or determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The date of this prospectus is January 27, 2004
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ABOUT THIS PROSPECTUS

This prospectus constitutes part of a registration statement on Form S-3 that we filed with the SEC through what is known as the shelf
registration process. Under this process, any selling securityholder may sell any combination of the securities described in this prospectus in one
or more offerings. This prospectus provides you with a general description of the securities the selling securityholders may offer. A prospectus
supplement may also add, update or change information contained in this prospectus. You should read both this prospectus and any prospectus
supplement together with additional information described under the heading "Where You Can Find More Information About New Century
Financial Corporation."

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus and the documents incorporated by reference herein include forward-looking statements within the meaning of Section 27A
of the Securities Act and Section 21E of the Exchange Act. Forward-looking statements are those that predict or describe future events or trends
and that do not relate solely to historical matters. You can generally identify forward-looking statements as statements containing the words
"believe," "expect," "will," "anticipate," "intend," "estimate," "project,” "plan," "assume" or other similar expressions, although not all
forward-looking statements contain these identifying words. All statements contained or incorporated by reference in this prospectus regarding
our future strategy, future operations, projected financial position, estimated future revenues, projected costs, future prospects, and results that
might be obtained by pursuing management's current plans and objectives are forward-looking statements.

"o non non non non

You should not place undue reliance on our forward-looking statements because the matters they describe are subject to known and
unknown risks, uncertainties and other unpredictable factors, many of which are beyond our control. Our forward-looking statements are based
on the information currently available to us and speak only as of the date on the cover of this prospectus or, in the case of forward-looking
statements incorporated by reference, as of the date of the filing that includes the statement. New risks and uncertainties arise from time to time,
and it is impossible for us to predict
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these matters or how they may affect us. Over time, our actual results, performance or achievements will likely differ from the anticipated
results, performance or achievements that are expressed or implied by our forward-looking statements, and such difference might be significant
and materially adverse to our stockholders or our noteholders. We have no duty to, and do not intend to, update or revise the forward-looking
statements in this prospectus after the date of this prospectus, even if subsequent events cause us to become aware of new risks or cause our
expectations to change regarding the forward-looking matters discussed in this prospectus. We have identified some of the important factors that
could cause future events to differ from our current expectations and they are described in this prospectus under the caption "Risk Factors" as
well as in our most recent Annual Report on Form 10-K, all of which you should review carefully. Please consider our forward-looking
statements in light of those risks as you read this prospectus.

SUMMARY

This summary contains basic information about us and this offering. Because it is a summary, it does not contain all of the information that
you should consider before investing. You should read this entire prospectus carefully, including the section titled "Risk Factors" and our
financial statements and the notes thereto, which are incorporated into this prospectus by reference, before making an investment in the notes or
our common stock. As used in this prospectus, "New Century," "company," "we," "our,” and "us" refer to New Century Financial Corporation,
except where the context otherwise requires or as otherwise indicated. Unless otherwise indicated, all share and per share information in this

prospectus reflect our three-for-two stock split structured as a stock dividend that was paid on July 11, 2003.

New Century Financial Corporation
Our Business

We are a leading nationwide specialty mortgage banking company that, through our subsidiaries, originates, purchases, sells and services
residential mortgage loans secured primarily by first mortgages on single-family residences. We offer mortgage products to borrowers who
generally do not satisfy the credit, documentation or other underwriting standards prescribed by conventional mortgage lenders and loan buyers,
such as Fannie Mae and Freddie Mac. We originate and purchase loans on the basis of the borrower's ability to repay the mortgage loan, the
borrower's historical pattern of debt repayment and the amount of equity in the borrower's property (as measured by the borrower's loan-to-value
ratio, or LTV). We have been originating and purchasing these types of loans since 1996 and believe we have developed a comprehensive and
sophisticated process of credit evaluation and risk-based pricing that allows us to manage effectively the potentially higher risks associated with
this segment of the mortgage industry.

Recent Development

In October 2003, our board of directors approved an additional 1.0 million share allocation to our stock repurchase program bringing the
total authorization to 5.8 million shares. Although we suspended our stock repurchase program in connection with our sale of the notes to the
initial purchasers, we re-instituted that program and completed the repurchase of an aggregate of 3.8 million shares by September 30, 2003. We
expect the number of shares and the timing of future repurchases to depend on our available cash, our stock price, general business conditions
and other factors including alternative investment opportunities.

Our Corporate Information
We were formed as a Delaware corporation in 1995. Our principal executive offices are located at 18400 Von Karman Avenue, Suite 1000,

Irvine, California 92612. Our telephone number is (949) 440-7030. Our Internet website is www.ncen.com. The contents of our website are not
part of this prospectus.

Terms of the Notes

Issuer New Century Financial Corporation
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Seller One or more of the selling securityholders. See "Selling Securityholders." We are
not selling any of the securities.

Securities Offered $210,000,000 principal amount of 3.50% Convertible Senior Notes due July 3, 2008
and shares of our common stock issuable upon conversion of the notes.

Issue Price 100% of the principal amount.

Maturity Date July 3, 2008.

Interest 3.50% per year on the principal amount at maturity, payable semiannually in arrears

on January 3 and July 3 of each year, beginning on January 3, 2004, calculated
semiannually on the basis of a 360-day year comprised of twelve 30-day months.

Ranking The notes are general unsecured obligations, ranking on a parity in right of payment
with all our existing and future unsecured senior indebtedness, and senior in right of
payment with all our future subordinated indebtedness. The notes are effectively
subordinated to the claims of all creditors of our subsidiaries. See "Description of
Notes Ranking."

Conversion Rights Holders may convert the notes prior to stated maturity, in multiples of $1,000
principal amount, at any time at the option of the holder under the following
circumstances:

if the closing sale price of our common stock for at least 20 trading days in the
30 trading day period ending on the last day of any calendar quarter is greater
than or equal to 110% of the conversion price per share of common stock,
after which the notes will remain convertible until maturity;

during any 5 consecutive trading day period after any 10 consecutive trading
day period in which the price of the notes for each day of such period was less
than 105% of the conversion value (as described herein) and the conversion
value for each day of such period was less than 90% of the principal amount
per note, which we refer to as the "note price conditions";

if the notes are rated subsequent to their issuance, during any period in which
the credit ratings assigned to the notes by either Moody's Investors Service,
Inc. or Standard & Poor's Rating Services are downgraded by two or more
rating levels or cease to be rated, provided that we have no obligation to have
the notes rated; or

upon the occurrence of specified corporate transactions described in this
prospectus under "Description of Notes Conversion of Notes."

The notes are convertible into shares of our common
stock prior to maturity at a rate of 28.7366 shares of
common stock per $1,000 principal amount of the notes
(equivalent to an initial conversion price of
approximately $34.80 per share), subject to our right to
pay cash in lieu of issuing shares of common stock or to
deliver a combination of cash and shares of our common
stock. We refer to the number of shares of common stock
into which each note is convertible (assuming that the
note was then convertible) as the "conversion rate." The
conversion rate is subject to adjustment under certain
circumstances and has been equitably adjusted to account
for the effects of our three-for-two stock split effected
through a stock dividend paid on July 11, 2003.
Upon a conversion of a note following satisfaction of the
note price conditions, we will deliver, at our election,
either a number of shares equal to the lesser of (a) the
conversion rate of the note, or (b) the quotient obtained
by dividing the principal amount of such note by the
closing price of our common stock on the trading day
immediately before the date of conversion, or cash of
equivalent value, or a combination of common stock and
cash of equivalent value.

Sinking Fund None.
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Optional Redemption The notes are not subject to redemption at our option
prior to maturity.

Repurchase of Notes at Your Option Upon a Upon the occurrence of a fundamental change, as

Fundamental Change described in this prospectus, holders of notes will have

the right to require us to repurchase for cash all or part of
the notes at a price equal to 100% of their principal
amount plus accrued and unpaid interest (including
additional amounts). See "Description of

Notes Repurchase of Notes at a Holder's Option Upon a
Fundamental Change."

Use of Proceeds We will not receive any proceeds from the sale of the
notes or the shares of common stock offered by this
prospectus.

Trading The notes issued in the initial private offering are eligible

for trading on Nasdaq's screen-based automated trading
system known as PORTAL, "Private Offerings, Resale
and Trading through Automated Linkages." However,
notes sold under this prospectus will no longer be eligible
for trading in the PORTAL market. The notes are not
currently listed and we do not intend to list the notes on
any national securities exchange or on The Nasdaq
National Market. We can give no assurance as to the
liquidity of or trading market for the notes. Our common
stock is traded on The Nasdaq National Market under the
symbol "NCEN."

Risk Factors

Investment in the notes or our common stock involves significant risks. You should carefully consider the information under "Risk Factors"
and all other information included in this prospectus or incorporated herein by reference before investing in the notes or our common stock.

6

RISK FACTORS

You should carefully consider the risks described below before making an investment decision. The risks described below are not the only
ones facing New Century. Additional risks not presently known to us or that we currently deem immaterial may also impair our business
operations. Our business, financial condition or results of operations could be materially adversely affected by any of these risks. The trading
price of the notes and our common stock could decline due to any of these risks, and you may lose all or part of your investment. This prospectus
and the documents incorporated herein by reference also contain forward-looking statements that involve risks and uncertainties. Our actual
results could differ materially from those anticipated in these forward-looking statements as a result of certain factors, including the risks faced
by us described below and elsewhere in this prospectus.

Risks Related to the Notes
The notes will be subordinated to all of our secured indebtedness and effectively subordinated to indebtedness of our subsidiaries.

The notes will be unsecured senior obligations of New Century and will not be guaranteed by any of our subsidiaries. Accordingly, the
notes will be junior to all of our current and future secured indebtedness. As of September 30, 2003, we had approximately $6.6 billion of
available credit on our warehouse and aggregation facilities, of which $250 million was uncommitted, that is senior to the notes.

Our right to receive any distribution of assets of any subsidiary upon that subsidiary's liquidation, reorganization or otherwise, is subject to
the prior claims of creditors of that subsidiary, except to the extent we are also recognized as a creditor of that subsidiary. Further, several of our
warehouse and repurchase facilities are structured such that the obligation is of our Delaware business trust subsidiaries, which would protect the
lender's interest in the collateral in the event of a liquidation or reorganization of the issuer. As a result, the notes are effectively subordinated to
the claims of such creditors.
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There are no restrictive covenants in the indenture relating to our ability to incur future indebtedness.

Although we are subject to restrictive covenants under instruments governing certain of our other existing indebtedness, the indenture
governing the notes does not contain any financial or operating covenants or restrictions on the payment of dividends, the incurrence of
indebtedness, transactions with affiliates, incurrence of liens or the issuance or repurchase of securities by us or any of our subsidiaries. We may
therefore incur additional debt, including secured indebtedness senior to the notes, or indebtedness at the subsidiary level to which the notes
would be structurally subordinated.

A higher level of indebtedness increases the risk that we may default on our debt obligations. We cannot assure you that we will be able to
generate sufficient cash flow to pay the interest on our debt or that future working capital, borrowings or equity financing will be available to
pay or refinance such debt. The indenture contains no covenants or other provisions to afford protection to holders of the notes in the event of a
fundamental change except to the extent described under "Description of Notes Repurchase of Notes at a Holder's Option Upon a Fundamental
Change."

We have broad discretion with respect to the use of proceeds from our sale of the notes to the initial purchasers.

The net proceeds of our sale of the notes to the initial purchasers were approximately $181.9 million. Our management has broad discretion
as to the use and allocation of those proceeds. We used $22.4 million of such proceeds to purchase call options with respect to our common
stock from an affiliate of Bear, Stearns & Co. Inc. and we may use a portion of such proceeds to repurchase

shares of our common stock. Accordingly, you will not have the opportunity to evaluate the economic, financial and other relevant information
that we may consider in the application of those proceeds, and management may use those proceeds in activities that do not ultimately increase
stockholder value or provide funds to repay the notes at maturity.

Upon conversion of the notes, we will have the right to pay cash in lieu of issuing shares of our common stock.

We have the right to elect to satisfy our conversion obligation to holders by issuing either common stock into which the notes are
convertible, the cash value of the common stock into which the notes are convertible, or a combination thereof. Accordingly, upon conversion of
a note, the holder might not receive any shares of our common stock, or the holder might receive few shares of common stock relative to the
conversion value of the note. Further, our liquidity may be reduced to the extent we choose to deliver cash rather than shares of common stock
upon conversion of notes.

We are a holding company, and we may not have access to the cash flow and other assets of our subsidiaries that may be needed to make
payment on the notes.

Although all of our business is conducted through our subsidiaries, none of our subsidiaries is obligated to make funds available to us for
payment on our indebtedness, including the notes. Accordingly, our ability to make payments on the notes is dependent on the earnings and the
distribution of funds from our subsidiaries. Our subsidiaries are permitted under the terms of our indebtedness to incur additional indebtedness
that may severely restrict or prohibit the making of distributions, the payment of dividends or the making of loans by our subsidiaries to us. We
cannot assure you that the agreements governing the current and future indebtedness of our subsidiaries will permit our subsidiaries to provide
us with sufficient dividends, distributions or loans to fund payments on the notes when due.

We may not have the funds necessary to purchase the notes upon a fundamental change or other purchase date, as required by the indenture
governing the notes.

Holders may require us to purchase their notes upon a fundamental change as described under "Description of Notes Repurchase of Notes at
a Holder's Option Upon a Fundamental Change." If we do not have access to sufficient funds to repurchase the notes, then we would not be able
to repurchase the notes. We expect that we would require third-party financing to repay the notes in the event holders require us to purchase their
notes upon a fundamental change, but we may not be able to obtain that financing on favorable terms or at all.

There is no active market for the notes and if an active trading market does not develop for the notes, holders may not be able to resell them.

There is currently no public trading market for the notes, and we cannot assure you that an active trading market will develop for the notes
or that you will be able to sell your notes. We do not intend to list the notes on any national securities exchange or to seek the admission of the
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notes for trading in the Nasdaq National Market. In addition, while the notes issued in the initial private offering have been designated for
trading in the PORTAL market, notes sold using this prospectus will no longer be eligible for trading in the PORTAL market.

In addition, under the registration rights agreement we entered into in connection with our sale of the notes, we are permitted to suspend the
use of the registration statement containing this prospectus for specific periods of time for certain reasons.

Further, even if a public market for the notes develops, the notes could trade at prices that may be lower than the price at which you
purchased your notes depending on many factors, including

prevailing interest rates and the market for similar securities, general economic conditions and our financial condition, performance and
prospects. The liquidity of, and the trading market for, the notes may be adversely affected by general declines or disruptions in the market for
non-investment grade debt.

Our reported earnings per share may be more volatile because of the contingent conversion provision of the notes.

Holders of the notes are entitled to convert the notes into our common stock (or cash or a combination of cash and common stock), if,
among other circumstances, the closing sale price of our common stock for at least 20 trading days in the 30 trading day period ending on the
last day of a calendar quarter exceeds 110% of the conversion price per share of common stock, after which the notes will remain convertible
until maturity. Until this contingency or another conversion contingency is met, the shares underlying the notes are not included in the
calculation of our basic or diluted earnings per share. Should this contingency be met, diluted earnings per share would be expected to decrease
as a result of the inclusion of the underlying shares in the diluted earnings per share calculation.

The conversion rate of the notes may not be adjusted for all dilutive events.

The conversion rate of the notes is subject to adjustments for certain events, including but not limited to the issuance of stock dividends on
our common stock, the issuance of rights or warrants, subdivisions, combinations, distributions of capital stock, indebtedness or assets,
extraordinary cash dividends and issuer tender or exchange offers as described under "Description of Notes Conversion of Notes." The
conversion rate will not be adjusted for other events, such as third party tender or exchange offers, that may adversely affect the trading price of
the notes or the common stock into which such notes may be convertible. The conversion rate of the notes has been equitably adjusted to
account for the effects of our three-for-two stock split effected by a stock dividend paid on July 11, 2003. After giving effect to the stock split,
the conversion rate is 28.7366 shares of common stock per $1,000 principal amount of the notes (equivalent to a conversion price of
approximately $34.80 per share).

Hedging transactions and other transactions may affect the value of the notes.

We used a portion of the net proceeds from the sale of the notes to purchase a call option on our common stock from an affiliate of Bear,
Stearns & Co. Inc., which is expected to reduce potential dilution from conversion of the notes. The cost of this call option was partially offset
by the sale to an affiliate of Bear, Stearns & Co. Inc. of a warrant to acquire shares of our common stock. In connection with these hedging
arrangements, Bear, Stearns & Co. Inc. and its affiliates may take positions in our common stock in secondary market transactions and/or will
enter into various derivative transactions. Such hedging arrangements could increase the price of our common stock. Bear, Stearns & Co. Inc.
and its affiliates, or any transferee of any of its positions, may modify its hedge positions from time to time prior to conversion or maturity of the
notes by purchasing and selling shares of our common stock, our other securities or other instruments they may wish to use in connection with
such hedging. Such activity may adversely affect the market price of our common stock. In addition, the existence of the notes may encourage
short selling in our common stock by market participants because the conversion of the notes could depress the price of our common stock.

Our notes may not be rated by one or more rating agencies or may receive a lower rating than anticipated.

One or more rating agencies may rate the notes. If one or more rating agencies assign the notes a rating lower than expected by investors, or
do not rate the notes, the market price of the notes and our common stock would be adversely affected.
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Risks Related to Our Business

A material difference between the assumptions used in the determination of the value of our residual interests and our actual experience
could negatively affect our financial position.

As of September 30, 2003, the value on our balance sheet of our residual interests from securitization transactions was $206 million. The
value of these residuals is a function of the delinquency, loss, prepayment speed and discount rate assumptions we use.

It is extremely difficult to validate the assumptions we use in valuing our residual interests. In the future, if our actual experience differs
materially from the assumptions, future cash flows and earnings could be negatively affected.

A prolonged economic slowdown or a lengthy or severe recession could hurt our operations, particularly if it results in a decline in the real
estate market.

The risks associated with our business are more acute during periods of economic slowdown or recession because these periods may be
accompanied by decreased demand for consumer credit and declining real estate values. Declining real estate values reduce the ability of
borrowers to use home equity to support borrowings because they negatively affect loan-to-value ratios of the home equity collateral. In
addition, because we make a substantial number of loans to credit-impaired borrowers, the actual rates of delinquencies, foreclosures and losses
on these loans could be higher during economic slowdowns. Any sustained period of increased delinquencies, foreclosures or losses could
adversely affect our ability to sell loans, the prices we receive for our loans, the value of the loans underlying our on-balance sheet
securitizations, or the value of our residual interests in securitizations, which could have a material adverse effect on our results of operations,
financial condition and business prospects.

Our earnings may decrease because of increases or decreases in interest rates.

Our profitability may be directly affected by changes in interest rates. The following are some of the risks we face related to an increase in
interest rates:

An interest rate increase may reduce the spread we earn between the interest we receive on our loans and our funding costs.

A substantial and sustained increase in interest rates could adversely affect our loan origination volume because refinancing
an existing loan would be less attractive and qualifying for a purchase loan may be more difficult.

During periods of rising interest rates, the value and profitability of our loans may be negatively affected from the date of
origination or purchase until the date we sell or securitize the loan.

When we securitize loans, the value of residual interests we retain and the income we receive from the securitizations
structured as financings are based primarily on the London Inter-Bank Offered Rate ("LIBOR"). This is because the interest
on the underlying mortgage loans is based on fixed rates payable on the loans for the first two or three years while the
bondholders are paid based on an adjustable LIBOR-based yield. An increase in LIBOR reduces the net income we receive
from, and the value of, these mortgage loans and residual interests.

Our adjustable-rate mortgage loans have periodic and lifetime interest rate caps above which the interest rate on the loans
may not rise. In the event of general interest rate increases, the rate of interest on these mortgage loans could be limited,
while the rate payable on the senior certificates representing interests in a securitization trust into which these loans are sold
may be uncapped. This would reduce the amount of cash we receive over the life of the loans in

10

securitizations structured as financings and our residual interests, and could require us to reduce the carrying value of our
residual interests.
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We are also subject to risks from decreasing interest rates. For example, a significant decrease in interest rates could increase the rate at
which loans are prepaid, which also could require us to reduce the carrying value of our residual interests. If prepayments are greater than
expected, the cash we receive over the life of our residual interests would be reduced. Higher-than-expected prepayments could also have a
negative effect on the value of our servicing portfolio.

Any such changes in interest rates could have a material adverse effect on our results of operations, financial condition and business
prospects.

An interruption or reduction in the securitization and whole loan markets would hurt our financial position.

We are dependent on the securitization market for the sale of our loans because we securitize loans directly and many of our whole loan
buyers purchase our loans with the intention to securitize. The securitization market is dependent upon a number of factors, including general
economic conditions, conditions in the securities market generally and conditions in the asset-backed securities market specifically. In addition,
poor performance of our previously securitized loans could harm our access to the securitization market. Accordingly, a decline in the
securitization market or a change in the market's demand for our loans could have a material adverse effect on our results of operations, financial
condition and business prospects.

If we are unable to maintain adequate financing sources, our earnings and financial position will suffer and jeopardize our ability to
continue operations.

We require substantial cash to support our operating activities and growth plans. In September 2003, we established a $2 billion asset
backed commercial paper facility to provide us with cash to fund loan originations and purchases pending the pooling and sale of such loans.
Other sources of cash include our warehouse and aggregation credit facilities and the proceeds from the sales and securitizations of our loans. As
of September 30, 2003, we had nine short-term warehouse and aggregation credit facilities providing us with approximately $6.6 billion (of
which $250 million is uncommitted) to fund loan originations and purchases pending the pooling and sale of such loans, not including the
$2 billion asset backed commercial paper facility. If we cannot maintain or replace these facilities on comparable terms and conditions, we may
incur substantially higher interest expense that would reduce our profitability.

During volatile times in the capital markets, access to warehouse and aggregation financing has been severely constricted. If we are unable
to maintain adequate financing or other sources of capital are not available, we would be forced to suspend or curtail our operations, which
would have a material adverse effect on our results of operations, financial condition and business prospects.

New legislation could restrict our ability to make mortgage loans, which could adversely impact our earnings.

Several states and cities are considering or have passed laws, regulations or ordinances aimed at curbing predatory lending practices. The
federal government is also considering legislative and regulatory proposals in this regard. In general, these proposals involve lowering the
existing federal Homeownership and Equity Protection Act thresholds for defining a "high-cost" loan, and establishing enhanced protections and
remedies for borrowers who receive such loans. However, many of these laws and rules extend beyond curbing predatory lending practices to
restrict commonly accepted lending activities, including some of our activities. For example, some of these laws and rules prohibit any form of
prepayment charge or severely restrict a borrower's ability to finance the points and fees charged in connection with his or her loan. In addition,
some of these laws and regulations provide for extensive assignee liability for warehouse lenders, whole loan buyers and securitization trusts.
Because of
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enhanced risk and for reputational reasons, many whole loan buyers elect not to purchase any loan labeled as a "high cost" loan under any local,
state or federal law or regulation. Accordingly, these laws and rules could severely constrict the secondary market for a significant portion of our
loan production. This would effectively preclude us from continuing to originate loans that fit within the newly defined thresholds. For example,
after the October 1, 2002 effective date of the Georgia Fair Lending Act, our lenders and secondary market buyers refused to finance or purchase
our Georgia loans. As a result, we were forced to cease providing mortgages in Georgia until the law's amendment a few months later.
Moreover, some of our competitors who are national banks or federally chartered thrifts may not be subject to these laws and may as a
consequence be able to capture market share from us and other lenders. Passage of such laws could increase compliance costs, lower fee income
and lower origination volume, all of which would have a material adverse effect on our results of operations, financial condition and business
prospects.

As of July 1, 2003 we are no longer able to rely on the Alternative Mortgage Transactions Parity Act to preempt certain state law restrictions
on prepayment penalties, which could adversely impact our earnings.
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The value of a mortgage loan depends, in part, upon the expected period of time that the mortgage loan will be outstanding. If a borrower
pays off a mortgage loan in advance of this expected period, the holder of the mortgage loan does not realize the full value expected to be
received from the loan. A prepayment penalty payable by a borrower who repays a loan earlier than expected helps offset the reduction in value
resulting from the early payoff. Consequently, the value of a mortgage loan is enhanced to the extent the loan includes a prepayment penalty,
and a mortgage lender can offer a lower interest rate and/or lower loan fees on a loan which has a prepayment penalty. Prepayment penalties are
an important feature to obtain value on the loans we originate.

Certain state laws restrict or prohibit prepayment penalties on mortgage loans. Prior to July 1, 2003, we relied on the federal Alternative
Mortgage Transactions Parity Act (the "Parity Act") and related rules of the Office of Thrift Supervision (the "OTS") to preempt state limitations
on prepayment penalties. The Parity Act was enacted to extend to financial institutions, other than federally chartered depository institutions, the
federal preemption that federally chartered depository institutions enjoy. However, on July 1, 2003, a new OTS rule took effect that reduced the
scope of the Parity Act preemption and, as a result, we will no longer be able to rely on the Parity Act to preempt state restrictions on
prepayment penalties. The new rule took effect on July 1, 2003. The elimination of this federal preemption requires us to comply with state
restrictions on prepayment penalties. These restrictions prohibit us from charging any prepayment penalty in 8 states and restrict the amount or
duration of prepayment penalties that we may impose in an additional 14 states. This may place us at a competitive disadvantage relative to
financial institutions that will continue to enjoy federal preemption of such state restrictions. Such institutions will be able to charge prepayment
penalties without regard to state restrictions and, as a result, may be able to offer loans with interest rate and loan fee structures that are more
attractive than the interest rate and loan fee structures that we are able to offer.

The scope of our operations exposes us to risks of noncompliance with an increasing and inconsistent body of complex laws and regulations
at the federal, state and local levels.

We are licensed to originate and service mortgage loans in 50 states. Therefore, we must comply with the laws and regulations, as well as
judicial and administrative decisions, for all of these jurisdictions, as well as an extensive body of federal law and regulations. The volume of
new or modified laws and regulations has increased in recent years, and, in addition, individual cities and counties have begun to enact laws that
restrict subprime loan origination activities in those cities and counties. The laws and regulations of each of these jurisdictions are different,
complex and, in some cases, in direct conflict with each other. As our operations continue to grow, it may be more difficult to
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comprehensively identify, accurately interpret and properly program our technology systems and effectively train our personnel with respect to
all of these laws and regulations, thereby potentially increasing our exposure to the risks of noncompliance with these laws and regulations.

Our failure to comply with these laws can lead to:

civil and criminal liability;

loss of approved status;

demands for indemnification or loan repurchases from purchasers of our loans;

class action lawsuits; or

administrative enforcement actions.
Any of these results could have a material adverse effect on our results of operations, financial condition and business prospects.

If warehouse lenders and securitization underwriters face exposure stemming from legal violations committed by the companies to whom
they provide financing or underwriting services, this could increase our borrowing costs and negatively affect the market for whole loans
and mortgage-backed securities.
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In June 2003, a California jury found a warehouse lender and securitization underwriter liable in part for fraud on consumers committed by
a lender to whom it provided financing and underwriting services. The jury found that the investment bank was aware of the fraud and
substantially assisted the lender in perpetrating the fraud by providing financing and underwriting services that allowed the lender to continue to
operate, and held it liable for 10% of the plaintiff's damages. This is the first case we know of in which an investment bank was held partly
responsible for violations committed by a mortgage lender customer. If other courts or regulators adopt this theory, investment banks may face
increased litigation as they are named as defendants in lawsuits and regulatory actions against the mortgage companies with which they do
business. Some investment banks may exit the business, charge more for warehouse lending and reduce the prices they pay for whole loans in
order to build in the costs of this potential litigation. This could, in turn, have a negative effect on our results of operations, financial condition
and business prospects.

High delinquencies or losses on the mortgage loans in our securitizations may decrease our cash flows or impair our ability to sell or
securitize loans in the future.

Loans we make to lower credit grade borrowers, including credit-impaired borrowers, entail a higher risk of delinquency and higher losses
than loans we make to borrowers with better credit. Virtually all of our loans are made to borrowers who do not qualify for loans from
conventional mortgage lenders. No assurance can be given that our underwriting criteria or methods will afford adequate protection against the
higher risks associated with loans made to lower credit grade borrowers. We continue to be subject to risks of default and foreclosure following
the sale of loans through securitization. To the extent such losses are greater than expected, the cash flows we receive through residual interests
and from our securitizations structured as financings would be reduced. Increased delinquencies or losses may also reduce our ability to sell or
securitize loans in the future. Any such reduction in our cash flows or impairment in our performance could have a material adverse effect on
our results of operations, financial condition and business prospects.

Our inability to realize cash proceeds from loan sales and securitizations in excess of the loan acquisition cost could adversely affect our
financial position.

The net cash proceeds received from loan sales consist of the premiums we receive on sales of loans in excess of the outstanding principal
balance, plus the cash proceeds we receive from
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securitizations, minus the discounts on loans that we have to sell for less than the outstanding principal balance. If we are unable to originate
loans at a cost lower than the cash proceeds realized from loan sales, our results of operations, financial condition and business prospects could
be materially adversely affected.

Our warehouse and aggregation financing is subject to margin calls based on the lender's opinion of the value of our loan collateral. An
unanticipated large margin call could adversely affect our liquidity.

The amount of financing we receive under our warehouse and aggregation financing agreements depends in large part on the lender's
valuation of the mortgage loans that secure the financings. Each such credit facility provides the lender the right, under certain circumstances, to
reevaluate the loan collateral that secures our outstanding borrowings at any time. In the event the lender determines that the value of the loan
collateral has decreased, it has the right to initiate a margin call. A margin call would require us to provide the lender with additional collateral
or to repay a portion of the outstanding borrowings. Any such margin call could have a material adverse effect on our results of operations,
financial condition and business prospects.

We face intense competition that could adversely affect our market share and our revenues.

We face intense competition from finance and mortgage banking companies and from Internet-based lending companies. In addition,
certain government-sponsored entities, such as Fannie Mae and Freddie Mac, are also expanding their participation in the non-prime mortgage
industry. These government-sponsored entities have a size and cost-of-funds advantage that allows them to purchase loans with lower rates or
fees than we are willing to offer. While the government-sponsored entities presently do not have the legal authority to originate mortgage loans,
including non-prime loans, they do have the authority to buy loans. A material expansion of their involvement in the market to purch