Edgar Filing: MGIC INVESTMENT CORP - Form S-4/A

MGIC INVESTMENT CORP
Form S-4/A
April 05, 2007



Edgar Filing: MGIC INVESTMENT CORP - Form S-4/A

Table of Contents

As filed with the Securities and Exchange Commission on April 5, 2007
Registration No. 333-141424

UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

AMENDMENT NO.1 TO
Form S-4
REGISTRATION STATEMENT UNDER THE SECURITIES ACT OF 1933

MGIC INVESTMENT CORPORATION
(Exact name of registrant as specified in its charter)

Wisconsin 6351 39-1486475
(State or other jurisdiction of (Primary Standard Industrial (IRS Employer
incorporation or organization) Classification Code Number) Identification Number)
MGIC Plaza

250 East Kilbourn Avenue
Milwaukee, Wisconsin 53202
(414) 347-6480
(Address, including zip code, and telephone number, including
area code, of registrant s principal executive offices)

Jeffrey H. Lane

Senior Vice President, Secretary and General Counsel
MGIC Investment Corporation
MGIC Plaza
250 East Kilbourn Avenue
Milwaukee, Wisconsin 53202

(414) 347-6480

(Name, address, including zip code, and telephone number,
Including area code, of agent for service)

With copies to:
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Benjamin F. Garmer, 111 Teresa A. Bryce Edward D. Herlihy
Patrick G. Quick Executive Vice President, Nicholas G. Demmo
Foley & Lardner LLP General Counsel and Secretary Wachtell, Lipton, Rosen & Katz
777 East Wisconsin Ave., Suite 3800 Radian Group Inc. 51 West 52nd Street
Milwaukee, Wisconsin 53202 1601 Market Street New York, New York 10019
(414) 271-2400 Philadelphia, Pennsylvania 19103 (212) 403-1000

(215) 231-1000

Approximate date of commencement of proposed sale of the securities to the public: As soon as practicable after
this Registration Statement becomes effective and all other conditions to the proposed merger described herein have
been satisfied or waived.

If the securities being registered on this form are being offered in connection with the formation of a holding company
and there is compliance with General Instruction G, check the following box. o

If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
check the following box and list the Securities Act registration statement number of the earlier effective registration
statement for the same offering. o

If this form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering. o

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay
its effective date until the Registrant shall file a further amendment which specifically states that this
Registration Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of
1933 or until the Registration Statement shall become effective on such date as the Commission, acting
pursuant to said Section 8(a), may determine.
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Explanatory Note

This registration statement contains two forms of the joint proxy statement/prospectus delivered separately to
stockholders of MGIC Investment Corporation and Radian Group Inc. in connection with their respective annual
meetings. The joint proxy statement/prospectus to be delivered to MGIC stockholders in connection with the
MGIC-Radian merger described in this document will contain a letter to MGIC stockholders and a notice of the
MGIC annual meeting, as well as a separate table of contents and a separate section at the end of the joint proxy
statement/prospectus containing information on the election of MGIC directors to serve for terms of three years until
their successors are duly elected and qualified, the ratification of the selection of an independent registered public
accounting firm, and the adjournment of the MGIC annual meeting if necessary to allow for the solicitation of
additional proxies. Similarly, the joint proxy statement/prospectus to be delivered to Radian stockholders in
connection with the merger will contain a letter to Radian stockholders and a notice of the Radian annual meeting, as
well as a separate table of contents and a separate section at the end of the joint proxy statement/prospectus containing
information on the election of Radian directors to serve until the next annual meeting of stockholders of Radian until
their successors are duly elected and qualified, the ratification of the selection of an independent registered public
accounting firm, and the adjournment of the Radian annual meeting if necessary to allow for the solicitation of
additional proxies.
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Preliminary Joint Proxy Statement/Prospectus

Subject To Completion, Dated April 5, 2007

TO THE STOCKHOLDERS OF
MGIC INVESTMENT CORPORATION

A MERGER PROPOSAL YOUR VOTE IS VERY IMPORTANT

We are pleased to report that the boards of directors of MGIC Investment Corporation ( MGIC ) and Radian Group Inc.
( Radian ) have unanimously approved a strategic merger involving the two companies. Before the merger can be
completed, the approval of the stockholders of both MGIC and Radian must be obtained. We are sending you this

joint proxy statement/prospectus to ask you to vote in favor of adoption of the merger agreement.

In the merger, Radian will merge with and into MGIC. If the merger is completed, Radian stockholders will receive
0.9658 shares of MGIC common stock for each share of Radian common stock held immediately prior to the merger.
If the merger had been completed on March 19, 2007, shares of MGIC outstanding immediately before completion of
the merger would represent approximately 52% of the combined company and shares of Radian outstanding
immediately before completion of the merger would represent approximately 48% of the combined company.

The exchange ratio in the merger is fixed and will not be adjusted to reflect stock price changes prior to completion of
the merger. Based on the closing price of MGIC common stock on the New York Stock Exchange on February 5,
2007, the last full trading day before public announcement of the merger, the 0.9658 exchange ratio represents
approximately $60.78 in value for each share of Radian common stock. Based on the closing price of MGIC common
stock on the New York Stock Exchange on April 4, 2007, the latest practicable date before the date of this joint proxy
statement/prospectus, the 0.9658 exchange ratio represents approximately $55.61 in value for each share of Radian
common stock.

You should obtain current market quotations for both MGIC common stock and Radian common
stock. MGIC common stock is listed on the New York Stock Exchange under the symbol MTG. Radian common
stock is listed on the New York Stock Exchange under the symbol RDN.

Table of Contents 5



Edgar Filing: MGIC INVESTMENT CORP - Form S-4/A

Table of Contents

[MGIC ALTERNATE PAGE]
The merger is intended to be generally tax-free to MGIC stockholders.

The merger cannot be completed unless MGIC stockholders and Radian stockholders adopt the merger agreement. At
our 2007 annual meeting, which will be held on May 10, 2007, we will ask our stockholders to approve the merger
agreement, in addition to other business that stockholders will conduct, including a proposal to elect three directors,
each for a three-year term. Your vote is important. Whether or not you plan to attend our annual meeting, please take
the time to submit your proxy with voting instructions in accordance with the instructions contained in this joint proxy
statement/prospectus. If you do not vote, it will have the same effect as voting against the merger. The place, date and
time of the meeting are as follows:

May 10, 2007
9:00 a.m. (local time)
Marcus Center for the Performing Arts
929 North Water Street
Milwaukee, Wisconsin

MGIC s Board of Directors Unanimously Recommends That MGIC Stockholders Vote For Adoption of the
Merger Agreement.

We urge you to read this joint proxy statement/prospectus, and the documents incorporated by reference into
this joint proxy statement/prospectus, carefully and in their entirety. In particular, see the section entitled Risk
Factors beginning on page 19.

We are very excited about the opportunities the proposed merger brings to our stockholders and we thank you for your
consideration and continued support.

Curt S. Culver
Chief Executive Officer
MGIC Investment Corporation

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of the MGIC common stock to be issued under this joint proxy statement/prospectus or
determined if this joint proxy statement/prospectus is accurate or adequate. Any representation to the contrary
is a criminal offense.

The date of this joint proxy statement/prospectus is April 5, 2007, and it is first being mailed to MGIC stockholders on
or about April 9, 2007.
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MGIC INVESTMENT CORPORATION
MGIC Plaza
250 East Kilbourn Avenue
Milwaukee, Wisconsin 53202

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To be Held on May 10, 2007

MGIC Investment Corporation ( MGIC ) will hold an annual meeting of MGIC stockholders at the Marcus Center for
the Performing Arts, 929 North Water Street, Milwaukee, Wisconsin, at 9:00 a.m. local time, on May 10, 2007 to
consider and vote upon the following matters:

A proposal to adopt the Agreement and Plan of Merger, by and between MGIC Investment Corporation and
Radian Group Inc., dated as of February 6, 2007, as it may be amended from time to time, pursuant to which
Radian will be merged with and into MGIC;

A proposal to elect three directors, each for a three-year term;

A proposal to ratify the appointment of PricewaterhouseCoopers LLP as MGIC s independent registered public
accounting firm for 2007;

A proposal to approve the adjournment of the MGIC annual meeting, if necessary or appropriate, to solicit
additional proxies; and

Such other business as may properly come before the MGIC annual meeting or any adjournment or
postponement of the meeting.

Upon completion of the merger, MGIC will be the surviving corporation, and each share of Radian common stock
will be converted into 0.9658 shares of MGIC common stock. Your attention is directed to the joint proxy
statement/prospectus accompanying this notice for a complete discussion of the merger. A copy of the merger
agreement is included as Annex A to the accompanying joint proxy statement/prospectus.

The board of directors has fixed the close of business on March 9, 2007 as the record date for the MGIC annual
meeting. MGIC stockholders of record at such time are entitled to notice of, and to vote at, the MGIC annual meeting
or any adjournment or postponement of the MGIC annual meeting.

Whether or not you plan to attend the MGIC annual meeting, please submit your proxy with voting
instructions. To submit your proxy by mail, please complete, sign, date and return the accompanying proxy
card in the enclosed self-addressed, stamped envelope. This will not prevent you from voting in person, but it will
help to secure a quorum and avoid added solicitation costs. Any holder of MGIC common stock who is present at the
MGIC annual meeting may vote in person instead of by proxy, thereby canceling any previous proxy. Also, a proxy
may be revoked in writing at any time before the MGIC annual meeting.
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The MGIC board of directors has unanimously approved the merger agreement and unanimously recommends
that MGIC stockholders vote FOR adoption of the merger agreement, FOR election of each of its director
nominees listed in this proxy statement/prospectus, FOR ratification of the appointment of
PricewaterhouseCoopers LLP as MGIC s independent registered public accounting firm for 2007 and FOR
approval of the adjournment of the MGIC annual meeting, if necessary or appropriate to solicit additional
proxies.

By Order of the Board of Directors,

Jeffrey H. Lane
Senior Vice President,
General Counsel and Secretary

Milwaukee, Wisconsin
April 5, 2007
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Preliminary Joint Proxy Statement/Prospectus

Subject To Completion, Dated April 5, 2007

TO THE STOCKHOLDERS OF
RADIAN GROUP INC.

A MERGER PROPOSAL YOUR VOTE IS VERY IMPORTANT

We are pleased to report that the boards of directors of MGIC Investment Corporation ( MGIC ) and Radian Group Inc.
( Radian ) have unanimously approved a strategic merger involving the two companies. Before the merger can be
completed, the approval of the stockholders of both MGIC and Radian must be obtained. We are sending you this

joint proxy statement/prospectus to ask you to vote in favor of adoption of the merger agreement.

In the merger, Radian will merge with and into MGIC. If the merger is completed, Radian stockholders will receive
0.9658 shares of MGIC common stock for each share of Radian common stock held immediately prior to the merger.
If the merger had been completed on March 19, 2007, the record date for Radian s annual meeting, shares of MGIC
outstanding immediately before completion of the merger would represent approximately 52% of the combined
company and shares of Radian outstanding immediately before completion of the merger would represent
approximately 48% of the combined company.

The exchange ratio in the merger is fixed and will not be adjusted to reflect stock price changes prior to completion of
the merger. Based on the closing price of MGIC common stock on the New York Stock Exchange on February 5,
2007, the last full trading day before public announcement of the merger, the 0.9658 exchange ratio represents
approximately $60.78 in value for each share of Radian common stock. Based on the closing price of MGIC common
stock on the New York Stock Exchange on April 4, 2007, the latest practicable date before the date of this joint proxy
statement/prospectus, the 0.9658 exchange ratio represents approximately $55.61 in value for each share of Radian
common stock.

You should obtain current market quotations for both MGIC common stock and Radian common stock. MGIC
common stock is listed on the New York Stock Exchange under the symbol MTG. Radian common stock is listed on
the New York Stock Exchange under the symbol RDN.

Table of Contents 9



Edgar Filing: MGIC INVESTMENT CORP - Form S-4/A

Table of Contents

[RADIAN ALTERNATIVE PAGE]
The merger is intended to be generally tax-free to Radian stockholders other than with respect to any cash that Radian
stockholders receive instead of receiving fractional shares of MGIC common stock.

The merger cannot be completed unless MGIC stockholders and Radian stockholders adopt the merger agreement. At
our 2007 annual meeting, which will be held on May 9, 2007, we will ask our stockholders to approve the merger
agreement, in addition to other business that stockholders will conduct, including a proposal to elect ten directors,
each for a one-year term. Your vote is important. Whether or not you plan to attend our annual meeting, please take
the time to submit your proxy with voting instructions in accordance with the instructions contained in this joint proxy
statement/prospectus. If you do not vote, it will have the same effect as voting against the merger. The place, date and
time of our annual meeting are as follows:

May 9, 2007
9:00 a.m. (local time)
Ritz-Carlton Philadelphia
10 Avenue of the Arts
Philadelphia, Pennsylvania 19102

Radian s Board of Directors Unanimously Recommends That Radian Stockholders Vote For Adoption of the
Merger Agreement.

We urge you to read this joint proxy statement/prospectus, and the documents incorporated by reference into
this joint proxy statement/prospectus, carefully and in their entirety. In particular, see the section entitled Risk
Factors beginning on page 19.

We are very excited about the opportunities the proposed merger brings to Radian stockholders and we thank you for
your consideration and continued support.

Sanford A. Ibrahim
Chief Executive Officer
Radian Group Inc.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of the MGIC common stock to be issued under this joint proxy statement/prospectus or
determined if this joint proxy statement/prospectus is accurate or adequate. Any representation to the contrary
is a criminal offense.

The date of this joint proxy statement/prospectus is April 5, 2007, and it is first being mailed to Radian stockholders
on or about April 9, 2007.
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RADIAN GROUP INC.
1601 Market Street
Philadelphia, Pennsylvania 19103

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To be Held on May 9, 2007

Radian Group Inc. ( Radian ) will hold an annual meeting of Radian stockholders at the Ritz-Carlton Philadelphia, 10
Avenue of the Arts, Philadelphia, Pennsylvania 19102, at 9:00 a.m. local time, on May 9, 2007 to consider and vote
upon the following matters:

A proposal to adopt the Agreement and Plan of Merger, by and between MGIC Investment Corporation and
Radian Group Inc., dated as of February 6, 2007, as it may be amended from time to time, pursuant to which
Radian will be merged with and into MGIC;

A proposal to elect ten directors, each for a one-year term;

A proposal to ratify the appointment of Deloitte & Touche LLP as Radian s independent registered public
accounting firm for 2007,

A proposal to approve the adjournment of the Radian annual meeting, if necessary or appropriate, to solicit
additional proxies; and

Such other business as may properly come before the Radian annual meeting or any adjournment or
postponement of the meeting.

Upon completion of the merger, MGIC will be the surviving corporation, and each share of Radian common stock
will be converted into 0.9658 shares of MGIC common stock. Your attention is directed to the joint proxy
statement/prospectus accompanying this notice for a complete discussion of the merger. A copy of the merger
agreement is included as Annex A to the accompanying joint proxy statement/prospectus.

The board of directors has fixed the close of business on March 19, 2007 as the record date for the Radian annual
meeting. Radian stockholders of record at such time are entitled to notice of, and to vote at, the Radian annual meeting
or any adjournment or postponement of the Radian annual meeting.

Whether or not you plan to attend the Radian annual meeting, please submit your proxy with voting
instructions. To submit your proxy by mail, please complete, sign, date and return the accompanying proxy
card in the enclosed self-addressed, stamped envelope. This will not prevent you from voting in person, but it will
help to secure a quorum and avoid added solicitation costs. Any holder of Radian common stock who is present at the
Radian annual meeting may vote in person instead of by proxy, thereby canceling any previous proxy. Also, a proxy
may be revoked in writing at any time before the Radian annual meeting.
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The Radian board of directors has unanimously approved the merger agreement and unanimously

recommends that Radian stockholders vote FOR adoption of the merger agreement, FOR election of each of its
director nominees listed in this joint proxy statement/prospectus, FOR ratification of the appointment of

Deloitte & Touche LLP as Radian s independent registered public accounting firm for 2007 and FOR approval
of the adjournment of the Radian annual meeting, if necessary or appropriate, to solicit additional proxies.

By Order of the Board of Directors,

Teresa A. Bryce

Executive Vice President,
General Counsel and Secretary
Philadelphia, Pennsylvania
April 5, 2007

YOUR VOTE IS IMPORTANT

Please complete, sign, date and return your proxy card promptly, whether or not you plan to attend the Radian
annual meeting.
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REFERENCES TO ADDITIONAL INFORMATION

This joint proxy statement/prospectus incorporates important business and financial information about MGIC and
Radian from documents that are not included in or delivered with this joint proxy statement/prospectus. This
information is available for you to review at the Securities and Exchange Commission s public reference room located
at 100 F Street, N.E., Washington, D.C. 20549, and through the Securities and Exchange Commission s website
located at http://www.sec.gov. You can also obtain those documents incorporated by reference into this joint proxy
statement/prospectus, without charge, by requesting them in writing or by telephone or email from the appropriate
company at the following addresses, telephone numbers and email addresses or obtaining them from each company s
website listed below:

MGIC Investment Corporation Radian Group Inc.
MGIC Plaza 1601 Market Street
250 East Kilbourn Avenue Philadelphia, Pennsylvania 19103
Milwaukee, Wisconsin 53202 Attention: Investor Relations
Attention: Investor Relations Toll-Free: (800) 523-1988
Toll-Free: (800) 558-9900 mona.zeehandelaar @radian.biz
mike_zimmerman@mgic.com http://www.radian.biz

http://www.mgic.com

Information contained on the MGIC and Radian websites is expressly not incorporated by reference into this joint
proxy statement/prospectus.

You can also obtain documents incorporated by reference into this joint proxy statement/prospectus by requesting
them in writing or by telephone from D. F. King & Co., Inc., MGIC s proxy solicitor, or Georgeson Inc., Radian s
proxy solicitor, at the following addresses and telephone numbers:

D. F. King & Co., Inc. Georgeson Inc.
48 Wall Street 17 State Street, Tenth Floor
New York, New York 10005 New York, New York 10004
Toll-Free (800) 967-7635 Toll-Free (866) 541-3223

You will not be charged for any of these documents that you request. If you would like to request such
documents, you must do so by May 3, 2007, so that you may receive them before the annual meetings.

You should rely only on the information contained or incorporated by reference into this joint proxy
statement/prospectus to vote on the merger agreement. No one has been authorized to provide you with
information that is different from that contained in, or incorporated by reference into, this joint proxy
statement/prospectus. This joint proxy statement/prospectus is dated April 5, 2007. You should not assume that
the information contained in, or incorporated by reference into, this joint proxy statement/prospectus is
accurate as of any date other than that date. Neither our mailing of this joint proxy statement/prospectus to
MGIC stockholders or Radian stockholders nor the issuance by MGIC of common stock in connection with the
merger will create any implication to the contrary.
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QUESTIONS AND ANSWERS ABOUT THE ANNUAL MEETINGS AND THE MERGER

The following questions and answers briefly address some commonly asked questions about the MGIC and Radian
annual meetings and the merger. They do not include all the information that may be important to you. MGIC and
Radian urge you to read carefully this entire joint proxy statement/prospectus, including the annexes and the other
documents referenced in this joint proxy statement/prospectus.

Q:

A:

What Am I Being Asked To Vote On?

MGIC stockholders and Radian stockholders are each being asked to adopt a merger agreement entered into
between MGIC and Radian. In the merger, Radian will be merged with and into MGIC, MGIC will be the
surviving corporation, and Radian s stockholders will receive MGIC common stock. In addition, stockholders will
vote on the matters set forth on the accompanying notice of annual meeting, including the election of directors

and ratification of the appointment of independent registered public accounting firms for 2007. Also,

management for each of MGIC and Radian will report on the performance during the last year of MGIC and
Radian, respectively, and after the meetings respond to questions from stockholders.

Who Is Entitled To Vote At The Meeting?

For MGIC, only stockholders of record at the close of business on March 9, 2007, the record date for the meeting,
are entitled to receive notice and to participate in the annual meeting. For each share of MGIC common stock that
you held on that date, you are entitled to one vote on each matter considered at the meeting.

For Radian, only stockholders of record at the close of business on March 19, 2007, the record date for the
meeting, are entitled to receive notice and to participate in the annual meeting. For each share of Radian common
stock that you held on that date, you are entitled to one vote on each matter considered at the meeting.

What Is A Proxy?

A proxy is another person you legally designate to vote your shares. If you designate someone as your proxy in a
written document, that document is also called a proxy or a proxy card.

Why Is My Vote Important?

The affirmative vote of the holders of at least a majority of the outstanding shares of each of MGIC and Radian is
required to adopt the merger agreement. Accordingly, if an MGIC stockholder or a Radian stockholder fails to
vote or abstains, this will have the same effect as a vote against adoption of the merger agreement.

What Do I Need To Do Now?

After you have carefully read this joint proxy statement/prospectus, indicate on your proxy card how you want
your shares to be voted. Then complete, sign, date and mail your proxy card in the enclosed postage paid return
envelope as soon as possible. This will enable your shares to be represented and voted at the MGIC annual
meeting or the Radian annual meeting, as applicable.

If My Shares Are Held In Street Name By My Broker, Will My Broker Automatically Vote My Shares For
Me?
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A: No. Without instructions from you, your broker will not be able to vote your shares on the adoption of the merger
agreement. You should instruct your broker to vote your shares, following the directions your broker provides.
Please check the voting form used by your broker to see if it offers telephone or internet voting.

If you hold shares of MGIC common stock as a participant in the MGIC Investment Corporation Profit Sharing
and Savings Plan and Trust, the trustee for the plan will vote the shares you hold through the plan as you direct.
U.S. Bank, N.A. will provide plan participants who hold MGIC common stock through the plan with forms on

which participants may communicate their voting instructions. If voting instructions are not received for shares
held in the plan, those shares will be voted in the same proportion

1
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that all shares of MGIC common stock in the plan for which voting instructions have been received are voted.
Q: What If I Fail To Instruct My Broker?

A: If you fail to instruct your broker to vote shares held in street name, the resulting broker non-vote will have the
same effect as a vote against adoption of the merger agreement.

Q: CanI Change My Vote?

A: Yes. If you have not voted through your broker, there are three ways you can change your vote after you have
submitted your proxy:

First, you may send a written notice to the corporate secretary of MGIC or Radian, as appropriate, stating that
you would like to revoke your proxy.

Second, you may complete and submit a new proxy card. Your latest vote actually received by MGIC or Radian,
as the case may be, before the annual meeting will be counted, and any earlier votes will be revoked.

Third, you may attend the MGIC or Radian annual meeting, as the case may be, and vote in person. Any earlier
proxy will thereby be revoked. However, simply attending the meeting without voting will not revoke an earlier
proxy you may have given.

If you have instructed a broker to vote your shares, or if your shares are held in MGIC s Profit Sharing and
Savings Plan and Trust or the Radian Group Inc. Savings Incentive Plan, you must follow the instructions of the
broker, nominee or plan trustee on how to change or revoke your vote.

Q: IfI Am A Radian Stockholder, Should I Send In My Stock Certificates Now?

A: No. Please do NOT send in your stock certificates at this time. We will provide you with instructions regarding
the surrender of your stock certificates at a later date. You should then send your Radian common stock
certificates to the exchange agent. There is no need for MGIC stockholders to send in or exchange their existing
stock certificates at any time in connection with the merger.

Q: When Do You Expect To Complete The Merger?

A: We currently expect to complete the merger in the fourth quarter of 2007. However, we cannot assure you when
or if the merger will occur. We must first obtain the approvals of our stockholders at the annual meetings and
obtain the necessary regulatory approvals.

Q: What Are The Boards Recommendations?

A: For MGIC, the board of directors recommends a vote  FOR adoption of the merger agreement, FOR election of
each of its director nominees listed in this proxy statement/prospectus, FOR ratification of the appointment of
PricewaterhouseCoopers LLP as MGIC s independent registered public accounting firm for 2007, and FOR
approval of the adjournment of the MGIC annual meeting, if necessary or appropriate, to solicit additional
proxies.

For Radian, the board of directors recommends a vote FOR adoption of the merger agreement, FOR election of
each of its director nominees listed in this proxy statement/prospectus, FOR ratification of the appointment of
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Deloitte & Touche LLP as Radian s independent registered public accounting firm for 2007, and FOR approval of
the adjournment of the Radian annual meeting, if necessary or appropriate, to solicit additional proxies.

If you sign and return a proxy card without specifying how you want your shares voted, the named proxies will
vote your shares in accordance with the recommendations of the boards of each of MGIC

2
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and Radian regarding the matters described in this proxy statement/prospectus, and in their best judgment on any
other matters that properly come before the meetings.

Q: Will Any Other Items Be Acted Upon At The Annual Meeting?

A: The respective boards of MGIC and Radian know of no other business to be presented at their annual meetings.
Neither MGIC nor Radian received any proposals from stockholders for presentation at their respective annual
meetings that will be brought before such meetings.

Q: What Are The Deadlines For Submission Of Stockholder Proposals For The Next Annual Meeting?

A: Stockholders may submit proposals on matters appropriate for stockholder action at future annual meetings by
following the rules of the Securities and Exchange Commission. For a proposal to be included in next year s
MGIC proxy materials, the Corporate Secretary of MGIC must receive the proposal no later than December 7,
2007. For a proposal to be included in next year s Radian proxy materials, the Secretary of Radian must receive
the proposal no later than December 7, 2007.

Under MGIC s amended and restated bylaws, a stockholder who wants to bring business before the annual
meeting that has not been included in the proxy materials for the meeting, or who wants to nominate directors at
the meeting, must be eligible to vote at the meeting and give written notice of the proposal to MGIC s Corporate
Secretary. The procedures contained in MGIC s amended and restated bylaws include giving notice to the MGIC
corporate secretary at least 45 and not more than 70 days before the first anniversary of the date set forth in
MGIC s proxy statement for the prior annual meeting as the date on which MGIC first mailed such proxy
materials to shareholders. For the 2008 annual meeting, the notice must be received by the MGIC Corporate
Secretary by no later than February 24, 2008, and no earlier than January 30, 2008. For director nominations, the
notice must comply with the MGIC amended and restated bylaws and provide the information required to be
included in the proxy statement for individuals nominated by the board. For any other proposals, the notice must
describe the proposal and why it should be approved, identify any material interest of the stockholder in the
matter, and include other information required by the MGIC amended and restated bylaws.

Under Radian s bylaws, a stockholder who desires to submit a proposal for consideration at the 2008 annual
meeting, but not have the proposal included with the proxy solicitation materials relating to the 2008 annual
meeting, or who wants to nominate directors for election to Radian s board of directors, must submit written

notice to Radian s Secretary. The written notice must be received by Radian s Secretary at least 60 days before the
2008 annual meeting (except that if Radian gives less than 75 days notice or other public disclosure of the 2008
annual meeting, then the proposal must be received by Radian s Secretary no later than the close of business on

the 15th day after the day on which Radian mails the notice of the 2008 annual meeting or makes such public
disclosure). For director nominations, the notice must contain: the name, age, principal occupation, and business
and residence address of each person nominated; the class and number of shares of Radian capital stock
beneficially owned by each person nominated; any other information about each person nominated that would be
required under relevant SEC rules to be in a proxy statement for a meeting involving the election of directors; the
name and record address of the stockholder making the nomination; and the class and number of shares of Radian
capital stock owned by the stockholder making the nomination. The full text of the relevant bylaw provisions

may be obtained upon written request directed to Radian s Secretary and a copy of Radian s bylaws is available on
the corporate governance section of Radian s website, www.radian.biz.

3
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Q: Whom Should I Call With Questions?

A: If you have questions about the merger, the annual meetings or how to vote your shares, or you need additional
copies of this joint proxy statement/prospectus or the enclosed proxy card or voting instruction card, you should

contact:
If you are an MGIC stockholder: If you are a Radian stockholder:
D. F. King & Co., Inc. Georgeson Shareholder Communications, Inc.
48 Wall Street 17 State Street, Tenth Floor
New York, New York 10005 New York, New York 10004
Toll-Free (800) 967-7635 Toll-Free (866) 541-3223
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SUMMARY

This summary highlights selected information from this joint proxy statement/prospectus. It does not contain

all of the information that may be important to you. We urge you to read carefully this entire joint proxy
statement/prospectus and the other documents to which we refer to fully understand the merger and the

related transactions. In addition, we incorporate by reference into this joint proxy statement/prospectus
important business and financial information about MGIC and Radian. You may obtain the information that
we incorporate by reference into this joint proxy statement/prospectus without charge by following the
instructions in the section entitled Where You Can Find More Information on page 87. Items in this summary
refers to the page of this joint proxy statement/prospectus on which that subject is discussed in more detail.

The Merger (Page 62)

We encourage you to read the merger agreement, which is attached as Annex A to this joint proxy
statement/prospectus and which we incorporate by reference into this joint proxy statement/prospectus. The merger
agreement provides that Radian will merge with and into MGIC, with MGIC as the surviving company. Each share of
Radian common stock outstanding prior to the merger will automatically be converted in the merger into

0.9658 shares of MGIC common stock. The combined company will be named MGIC Radian Financial Group Inc.,
and its common stock will continue to trade on the New York Stock Exchange under the symbol MTG.

Exchange Ratio in the Merger; Fractional Shares (Pages 62, 60)

Upon completion of the merger, each Radian stockholder will receive 0.9658 shares of MGIC common stock for each
share of Radian common stock held immediately prior to the merger. We sometimes refer to this ratio as the exchange
ratio. The aggregate number of shares of MGIC common stock to which a Radian stockholder will be entitled upon
completion of the merger will equal 0.9658 multiplied by the number of shares of Radian common stock held by that
Radian stockholder. However, MGIC will not issue any fractional shares. Radian stockholders entitled to a fractional
share will instead receive an amount in cash equal to the fraction of a whole share of MGIC common stock to which
such stockholder would otherwise be entitled multiplied by the average closing sale prices of MGIC common stock on
the five full trading days immediately prior to the date on which the merger is completed. As an example, a holder of
100 shares of Radian common stock would receive 96 shares of MGIC common stock and an amount of cash equal to
the product of 0.58 and the average closing price of a share of MGIC common stock on the five full trading days
immediately prior to the date on which the merger is completed.

The exchange ratio is a fixed ratio. Therefore, the number of shares of MGIC common stock that holders of Radian
common stock will receive in the merger will not change if the trading price of MGIC common stock or Radian
common stock changes between now and the time the merger is completed.

If the merger had been completed on March 19, 2007, shares of MGIC outstanding immediately before completion of
the merger would represent approximately 52% of the combined company and shares of Radian outstanding

immediately before completion of the merger would represent approximately 48% of the combined company.

The market prices of both MGIC common stock and Radian common stock will fluctuate prior to the merger.
You should obtain current stock price quotations for MGIC common stock and Radian common stock.

MGIC s Board of Directors Unanimously Recommends that You Vote FOR the Adoption of the Merger
Agreement (Page 32)
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MGIC s board of directors believes that the merger is in the best interests of MGIC and its stockholders and has
unanimously approved the merger agreement. For the factors considered by the MGIC board of directors in reaching
its decision to approve the merger agreement, see the section entitled Merger Proposal
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to be Considered at the Annual Meetings of MGIC and Radian MGIC s Reasons for the Merger; Recommendation of
MGIC s Board of Directors. MGIC s board of directors unanimously recommends that MGIC stockholders vote FOR
the adoption of the merger agreement.

Radian s Board of Directors Unanimously Recommends that You Vote FOR the Adoption of the Merger
Agreement (Page 34)

Radian s board of directors believes that the merger is in the best interests of Radian and its stockholders and has
unanimously approved the merger agreement. For the factors considered by the Radian board of directors in reaching

its decision to approve the merger agreement, see the section entitled Merger Proposal to be Considered at the Annual
Meetings of MGIC and Radian Radian s Reasons for the Merger; Recommendation of Radian s Board of Directors.
Radian s board of directors unanimously recommends that Radian stockholders vote FOR the adoption of the merger
agreement.

MGIC s Financial Advisor Has Provided an Opinion to the MGIC Board of Directors as to the Fairness of the
Exchange Ratio from a Financial Point of View to MGIC (Page 36)

In deciding to approve the merger, the MGIC board of directors considered the oral opinion of its financial advisor,
Goldman, Sachs & Co., provided to the MGIC board of directors on February 5, 2007. Goldman Sachs subsequently
confirmed in writing that, as of the date of such opinion and based upon and subject to the factors and assumptions set
forth in the opinion, the exchange ratio pursuant to the merger agreement was fair from a financial point of view to
MGIC. We have attached a copy of this opinion to this document as Annex B and incorporate it into this joint proxy
statement/prospectus by reference. MGIC stockholders should read the opinion completely and carefully to
understand the assumptions made, matters considered and limitations on the review undertaken by Goldman, Sachs &
Co. in providing its opinion.

Radian s Financial Advisor Has Provided an Opinion to the Radian Board of Directors as to the Fairness of the
Exchange Ratio from a Financial Point of View to Radian Stockholders (Page 44)

In deciding to approve the merger, the Radian board of directors considered the oral opinion of its financial advisor,
Lehman Brothers, provided to the Radian board of directors on February 5, 2007. Lehman Brothers subsequently
confirmed in writing that, as of the date of such opinion, the exchange ratio pursuant to the merger agreement was fair
from a financial point of view to the holders of Radian common stock. We have attached a copy of this opinion to this
document as Annex C and incorporate it into this joint proxy statement/prospectus by reference. Radian stockholders
should read the opinion completely and carefully to understand the assumptions made, matters considered and
limitations of the review undertaken by Lehman Brothers in providing its opinion.

Certain Executive Officers and Directors Have Certain Interests in the Merger (Page 51)

Certain executive officers and directors of MGIC and Radian have financial and other interests in the merger in
addition to their interests as stockholders. The boards of directors of each of MGIC and Radian considered financial
and other interests of each company s executive officers and directors, among other matters, in approving the merger.
Each of Sanford A. Ibrahim, Chief Executive Officer of Radian, Mark A. Casale, President of Radian Guaranty Inc.,
Radian s principal mortgage insurance subsidiary, and Teresa A. Bryce, Executive Vice President, General Counsel
and Secretary of Radian, entered into an employment agreement with MGIC, which will become effective upon the
completion of the merger and, in the case of Mr. Ibrahim s agreement, supersede his existing agreement, as more fully
described under the The Merger Interests of Radian s Officers in the Merger. Certain other executive officers of
Radian have rights under change in control agreements or other compensation related agreements with Radian, rights
under stock-based benefit programs and rights under retirement benefit plans. The Radian board of directors was
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aware of, and the MGIC board of directors was notified of, these interests. In addition, MGIC and Radian have agreed
to certain post-closing officer and board positions as discussed in Board of Directors and Management of the
Combined Company Following the Merger.
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Board of Directors and Management Following the Merger (Page 50)

Upon completion of the merger, the board of directors of the combined company will initially consist of eleven
directors, six of whom will be designated by MGIC and five of whom will be designated by Radian. Promptly
following the effectiveness of the merger, the board of directors of the combined company will convene a special
stockholder meeting for the purpose of voting on an additional director nominee from the remaining former Radian
directors not then serving on the board of the combined company. Following this additional appointment, and until the
combined company s May 2010 stockholder meeting, the board of directors of the combined company will be
comprised of 12 members, with six continuing MGIC directors and six former Radian directors.

Immediately following the merger, Curt S. Culver, Chairman of the Board and Chief Executive Officer of MGIC, will
continue to serve as Chairman and Chief Executive Officer of the combined company, and Sanford A. Ibrahim, Chief
Executive Officer and director of Radian, will serve as President, Chief Operating Officer and a director of the

combined company.

The provisions described above are provided for in the merger agreement, and will also be provided for in new bylaw
provisions to be adopted immediately prior to completion of the merger.

Conditions to Completion of the Merger (Page 62)

As more fully described in this joint proxy statement/prospectus and the merger agreement, the completion of the
merger depends on a number of conditions being satisfied or waived, including:

adoption of the merger agreement by the stockholders of both companies;
receipt of governmental and regulatory approvals required to complete the merger;
there being no injunction, decree or order enjoining or prohibiting the merger;

authorization for listing of the MGIC common stock to be issued in the merger on the New York Stock
Exchange;

the registration statement of which this document is a part must be declared effective by the Securities and
Exchange Commission ( SEC ) and not be subject to a stop order or proceedings seeking a stop order;

the receipt by each party of a written legal opinion, dated as of the completion of the merger, to the effect that
the merger will constitute a reorganization within the meaning of Section 368(a) of the Internal Revenue Code;

the accuracy of each party s representations and warranties, subject to the material adverse effect standard in the
merger agreement;

each party having performed and complied with its covenants in the merger agreement in all material
respects; and

in the case of Radian s obligation to complete the merger, MGIC s amended and restated bylaws must have been
amended to provide for, and MGIC s board of directors must adopt resolutions to approve, the agreed-upon
structure of the board of directors and Chief Executive Officer and Chairman of the Board succession
arrangements following the completion of the merger.
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We cannot be certain when, or if, the conditions to the merger will be satisfied or waived, or that the merger will be
completed.

Termination of the Merger Agreement (Page 64)

We may agree to terminate the merger agreement before completing the merger, even after adoption of the merger
agreement by our stockholders, if each of our boards of directors agrees to terminate.
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In addition, either of us may decide to terminate the merger agreement, even after adoption of the merger agreement
by our stockholders, in various circumstances, including if:

any governmental entity that must grant a material required regulatory approval has denied approval of the
merger and such denial has become final and nonappealable or any governmental entity has issued a final
nonappealable order permanently enjoining or otherwise prohibiting the completion of the merger;

the merger is not completed on or before February 6, 2008, unless the failure to complete the merger by that
date is due to the terminating party s failure to abide by the merger agreement;

there is a breach by the other party that would cause the failure of the closing conditions described above,
unless the breach is capable of being, and is, cured within 45 days of notice of the breach;

the stockholders of either party fail to adopt the merger agreement;

the board of directors of the other party fails to recommend that its stockholders vote in favor of approving the
merger agreement or withdraws, modifies or qualifies its recommendation in a manner adverse to the
terminating party;

the board of directors of the other party recommends or endorses an acquisition proposal other than the merger
agreement; or

the other party substantially fails to comply with its obligation to call a meeting of its stockholders and use its
reasonable best efforts to cause its stockholders to adopt the merger agreement or breaches its non-solicitation
covenant.

The merger agreement provides if the merger agreement is terminated in certain circumstances in connection with a
third party completing an alternative acquisition or executing an agreement regarding an alternative transaction,
MGIC or Radian may be required to pay a $185 million termination fee to the other party. The termination fee may
discourage other companies from seeking to acquire or merge with either MGIC or Radian.

Accounting Treatment of the Merger by MGIC (Page 58)

MGIC will account for the merger as a purchase by MGIC of Radian for financial reporting purposes.

Risks Related to the Merger (Page 19)

In evaluating the merger, the merger agreement or the issuance of shares of MGIC common stock in the merger, you
should carefully read this joint proxy statement/prospectus and especially consider the factors discussed in the section
entitled Risk Factors.

Appraisal Rights (Page 61)

Under Wisconsin law, MGIC stockholders are not entitled to appraisal rights in connection with the merger. Under
Delaware law, Radian stockholders are not entitled to appraisal rights in connection with the merger. For more

information about appraisal rights, see the section entitled Merger Proposal to be Considered at the Annual Meetings
of MGIC and Radian  Appraisal Rights.
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MGIC Annual Meeting (Page 24)

The MGIC annual meeting will be held on May 10, 2007, at 9:00 a.m. local time, at the Marcus Center for the
Performing Arts, 929 North Water Street, Milwaukee, Wisconsin. At the MGIC annual meeting, MGIC stockholders
will be asked:

to adopt the merger agreement;

to elect three directors, each for a three-year term;
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to ratify the appointment of PricewaterhouseCoopers LLP as MGIC s independent registered public accounting
firm for 2007;

to approve the adjournment of the MGIC annual meeting, if necessary or appropriate, to solicit additional
proxies; and

to act on such other business as may properly come before the MGIC annual meeting.

Record Date. Each MGIC stockholder may cast one vote at the MGIC annual meeting for each share of MGIC
common stock that the stockholder owned at the close of business on March 9, 2007. At that date, there were
83,067,137 shares of MGIC common stock entitled to be voted at the MGIC annual meeting.

As of the MGIC record date, directors and executive officers of MGIC and their affiliates had the right to vote
960,809 shares of MGIC common stock, or approximately 1.15% of the outstanding MGIC common stock entitled to
be voted at the MGIC annual meeting.

Required Vote. Adoption of the merger agreement requires the affirmative vote of the holders of a majority of the
outstanding shares of MGIC common stock entitled to vote at the MGIC annual meeting. Approval of the proposal
relating to the adjournment of the MGIC annual meeting, if necessary or appropriate, to solicit additional proxies
requires that the votes cast in favor of the proposal exceed the votes cast in opposition.

Because the affirmative vote of the holders of a majority of the outstanding shares of MGIC common stock entitled to
vote at the MGIC annual meeting is required to adopt the merger agreement, the failure to vote by proxy or in person
will have the same effect as a vote against this proposal. Abstentions and broker non-votes also will have the same
effect as a vote against these proposals. Abstentions, failures to vote and broker non-votes will have no effect on any
vote to adjourn the MGIC annual meeting, if necessary or appropriate, to solicit additional proxies.

Information about the vote required for other proposals at the MGIC annual meeting is included in Other Matters to be
Considered at the MGIC Annual Meeting Proposal for the Election of Three Directors,  Other Matters to be
Considered at the MGIC Annual Meeting Proposal for the Ratification of the Appointment of Pricewaterhouse
Coopers LLP and Other Matters to be Considered at the MGIC Annual Meeting Proposal to Approve the
Adjournment of the MGIC Annual Meeting, which is included in the joint proxy statement/prospectus to be delivered
to MGIC stockholders.

Radian Annual Meeting (Page 27)
The Radian annual meeting will be held on May 9, 2007 at 9:00 a.m. local time at the Ritz-Carlton Philadelphia,
10 Avenue of the Arts, Philadelphia, Pennsylvania 19102. At the Radian annual meeting, Radian stockholders will be
asked:
to adopt the merger agreement;

to elect ten directors, each for a one-year term;

to ratify the appointment of Deloitte & Touche LLP as Radian s independent registered public accounting firm
for 2007;
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to approve the adjournment of the Radian annual meeting, if necessary or appropriate, to solicit additional
proxies; and

to act on such other business as may be properly brought before the Radian annual meeting.
Record Date. Radian stockholders may cast one vote at the Radian annual meeting for each share of Radian common
stock that was owned at the close of business on March 19, 2007. At that date, there were 80,260,253 shares of Radian

common stock entitled to be voted at the Radian annual meeting.

9

Table of Contents 35



Edgar Filing: MGIC INVESTMENT CORP - Form S-4/A

Table of Contents

As of the Radian record date, directors and executive officers of Radian and their affiliates had the right to vote
231,689 shares of Radian common stock, or approximately 0.24% of the outstanding Radian common stock entitled to
be voted at the Radian annual meeting.

Required Vote. To adopt the merger agreement, the holders of a majority of the outstanding shares of Radian common
stock entitled to be voted must vote in favor of the merger agreement. A Radian stockholder s failure to vote, a broker
non-vote or an abstention will have the same effect as a vote against the adoption of the merger agreement.

Information about the vote required for other proposals at the Radian annual meeting is included in Other Matters to
be Considered at the Radian Annual Meeting Proposal for the Election of Ten Directors , Other Matters to be
Considered at the Radian Annual Meeting Proposal for the Ratification of the Appointment of Deloitte & Touche
LLP , Other Matters to be Considered at the Radian Annual Meeting Proposal to Approve the Adjournment of the
Radian Annual Meeting , which is included in the joint proxy statement/prospectus to be delivered to Radian
stockholders.

Information About the Companies (Page 71)
MGIC Investment Corporation

MGIC (NYSE: MTG), headquartered in Milwaukee, Wisconsin, is a holding company which, through its
wholly-owned subsidiary Mortgage Guaranty Insurance Corporation, is a provider of private mortgage insurance in
the United States with $176.5 billion primary insurance in force covering 1.3 million mortgages as of December 31,
2006. During 2006, MGIC served approximately 3,600 lenders with locations across the country and in Puerto Rico,
helping families achieve homeownership sooner by making affordable low downpayment mortgages a reality. In
addition to mortgage insurance on first liens, MGIC, through other subsidiaries, provides lenders with various
underwriting and other services and products related to home mortgage lending. MGIC, along with Radian, also has
interests in Credit-Based Asset Servicing and Securitization LLC and Sherman Financial Group LLC, which are less
than majority-owned joint ventures for each company. Credit-Based Asset Servicing and Securitization LLC is
principally engaged in the business of investing in the credit risk of credit sensitive single-family residential
mortgages. Sherman Financial Group LLC is principally engaged in purchasing and collecting for its own account
delinquent consumer receivables, which are primarily unsecured, and in originating and servicing subprime credit card
receivables. Additional information about MGIC can be found at http://www.mgic.com. Information contained on the
MGIC website is expressly not incorporated by reference into this joint proxy statement/prospectus.

MGIC s principal executive offices are located at 250 East Kilbourn Avenue, Milwaukee, Wisconsin 53202 and its
telephone number is (414) 347-6480.

Radian Group Inc.

Radian (NYSE: RDN) is a global credit risk management company headquartered in Philadelphia, Pennsylvania with
significant operations in New York and London. Radian develops innovative financial solutions by applying its core
mortgage insurance and credit risk expertise as well as structured finance capabilities to the credit enhancement needs
of the capital markets worldwide, primarily through credit insurance products. Radian also provides credit
enhancement for public finance and other corporate and consumer assets on both a direct and reinsurance basis and,
together with MGIC, holds interests in Credit-Based Asset Servicing and Securitization LLC and Sherman Financial
Group LLC, which are less than majority-owned joint ventures for each company. Credit-Based Asset Servicing and
Securitization LLC is principally engaged in the business of investing in the credit risk of credit sensitive
single-family residential mortgages. Sherman Financial Group LLC is principally engaged in purchasing and
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collecting for its own account delinquent consumer receivables, which are primarily unsecured, and in originating and
servicing subprime credit card receivables. Additional information about Radian can be found at
http://www.radian.biz. Information contained on the Radian website is expressly not incorporated by reference into
this joint proxy statement/prospectus.
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Radian s principal executive offices are located at 1601 Market Street, Philadelphia, Pennsylvania 19103 and its
telephone number is (215) 231-1000.

The Merger is Intended to be Generally Tax-Free to Radian Stockholders, Except With Respect to Cash
Received Instead of Fractional Shares (Page 55)

The merger has been structured to qualify as a reorganization for federal income tax purposes, and it is a condition to
our respective obligations to complete the merger that MGIC and Radian each receive a legal opinion to the effect that
the merger will so qualify. In addition, in connection with the filing of the registration statement of which this
document is a part, MGIC and Radian will each receive a legal opinion to the same effect. Accordingly, holders of
Radian common stock generally will not recognize any gain or loss for federal income tax purposes on the exchange
of their Radian common stock for MGIC common stock in the merger, except for any gain or loss that may result
from the receipt of cash instead of a fractional share of MGIC common stock.

To review the tax consequences to Radian stockholders in greater detail, see Merger Proposal to be Considered at the
Annual Meetings of MGIC and Radian Material Federal Income Tax Consequences of the Merger. You should be
aware that the tax consequences to you of the merger may depend upon your own situation. In addition, you
may be subject to state, local or foreign tax laws that are not discussed in this document. You should therefore
consult with your own tax advisor for a full understanding of the tax consequences to you of the merger.

Comparative Market Prices and Share Information (Page 73)

MGIC common stock is quoted on the New York Stock Exchange under the symbol MTG. Radian common stock is
quoted on the New York Stock Exchange under the symbol RDN. The following table sets forth the closing sale
prices per share of MGIC common stock and Radian common stock in each case as reported on the New York Stock
Exchange on February 5, 2007, the last full trading day before public announcement of the merger, and on April 4,
2007, the latest practicable date before the date of this joint proxy statement/prospectus.

MGIC Radian
Common Common
Stock Stock
February 5, 2007 $ 6293 $ 60.84
April 4, 2007 $ 5758 $ 53.59
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SELECTED CONSOLIDATED HISTORICAL FINANCIAL DATA OF
MGIC INVESTMENT CORPORATION

Set forth below are highlights from MGIC s consolidated financial data at or for the years ended December 31, 2002
through 2006. You should read this information in conjunction with MGIC s consolidated financial statements and
related notes, as well as the section entitled Management s Discussion and Analysis of Financial Condition and Results
of Operations, included in MGIC s Annual Report on Form 10-K for the year ended December 31, 2006, which we
incorporate by reference in this document and from which this information is derived. See Where You Can Find More
Information.

Year Ended December 31,
2006 2005 2004 2003 2002
(In thousands of dollars, except per share data and where indicated)

Summary of Operations

Revenues:

Net premiums written $ 1,217,236 $ 1,252,310 $ 1,305,417 $ 1,364,631 $ 1,177,955
Net premiums earned 1,187,409 1,238,692 1,329,428 1,366,011 1,182,098
Investment income, net 240,621 228,854 215,053 202,881 207,516
Realized investment (losses)

gains, net (4,264) 14,857 17,242 36,862 29,113
Other revenue 45,403 44,127 50,970 79,657 65,836
Total revenues 1,469,169 1,526,530 1,612,693 1,685,411 1,484,563

Losses and expenses:

Losses incurred, net 613,635 553,530 700,999 766,028 365,752
Underwriting and other expenses 290,858 275,416 278,786 302,473 265,633
Interest expense 39,348 41,091 41,131 41,113 36,776
Total losses and expenses 943,841 870,037 1,020,916 1,109,614 668,161
Income before tax and joint

ventures 525,328 656,493 591,777 575,797 816,402
Provision for income tax 130,097 176,932 159,348 146,027 240,971
Income from joint ventures, net

of tax 169,508 147,312 120,757 64,109 53,760
Net income 564,739 626,873 553,186 493,879 629,191

Weighted average common
shares outstanding (in thousands) 84,950 92,443 98,245 99,022 104,214

Diluted earnings per share $ 6.65 $ 678 % 563 % 499 § 6.04
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Balance Sheet Data (at end
of period):

Total investments

Total assets

Loss reserves

Short- and long-term debt
Shareholders equity
Book value per share
New primary insurance
written ($ millions)

New primary risk written
($ millions)

New pool risk written

($ millions)(1)
Insurance in force (at
year-end) ($ millions):
Direct primary insurance
Direct primary risk
Direct pool risk(1)
Primary loans in default
ratios:

Policies in force

Loans in default
Percentage of loans in
default

Percentage of loans in
default bulk

Insurance operating ratios
(GAAP)(2):

Loss ratio

Expense ratio

Combined ratio

Risk-to-capital ratio
(statutory)(3):
Mortgage Guaranty
Insurance Corporation

2006

Year Ended December 31,

2005

2004
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2003

2002

(In thousands of dollars, except per share data and where indicated)

$ 5,252,422

6,621,671
1,125,715
781,277
4,295,877
51.88
58,242
15,937
240
176,531

47,079
3,063

1,283,174

78,628
6.13%
14.87%
51.7%
17.0%

68.7%

6.4:1

$ 5,295,430

6,357,569
1,124,454
685,163
4,165,055
47.31
61,503
16,836
358
170,029

44,860
2,909

1,303,084

85,788
6.58%
14.72%
44.7%
15.9%

60.6%

6.3:1

$ 5,418,988

6,380,691
1,185,594
639,303
4,143,639
43.05
62,902
16,792
208
177,091

45,981
3,022

1,413,678

85,487
6.05%
14.06%
52.7%
14.6%

67.3%

6.8:1

$ 5,067,427

5,917,387
1,061,788
599,680
3,796,902
38.58
96,803
25,209
862
189,632

48,658
2,895

1,551,331

86,372
5.57%
11.80%
56.1%
14.1%

70.2%

8.1:1

$ 4,624,256

5,300,303
733,181
677,246

3,395,192

33.87
92,532
23,403

674
196,988

49,231
2,568

1,655,887

73,648
4.45%
10.09%
30.9%
14.8%

45.7%

8.7:1

(1) Represents contractual aggregate loss limits and, for the years ended December 31, 2006, 2005, 2004, 2003 and
2002, for $4.4 billion, $5.0 billion, $4.9 billion, $4.9 billion and $3.0 billion, respectively, of risk without such
limits, risk is calculated at $4 million, $51 million, $65 million, $192 million and $147 million, respectively, for
new risk written and $473 million, $469 million, $418 million, $353 million and $161 million, respectively, for
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risk in force, the estimated amount that would credit enhance these loans toa AA level based on a rating agency
model.

(2) The loss ratio (expressed as a percentage) is the ratio of the sum of incurred losses and loss adjustment expenses
to net premiums earned. The expense ratio (expressed as a percentage) is the ratio of the combined insurance
operations underwriting expenses to net premiums written.

(3) Mortgage Guaranty Insurance Corporation prepares its financial statements in accordance with accounting
practices prescribed or permitted by the Wisconsin Insurance Department, which differ in certain respects from
accounting principles generally accepted in the United States.

13
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SELECTED CONSOLIDATED HISTORICAL FINANCIAL DATA OF
RADIAN GROUP INC.

Set forth below are highlights from Radian s consolidated financial data at or for the years ended December 31, 2002
through 2006. You should read this information in conjunction with Radian s consolidated financial statements and
related notes, as well as the section entitled Management s Discussion and Analysis of Financial Condition and Results
of Operations, included in Radian s Annual Report on Form 10-K for the year ended December 31, 2006, which we
incorporate by reference in this document and from which this information is derived. See Where You Can Find More
Information.

2006 2005 2004 2003 2002
(In millions, except per-share amounts and ratios)

Condensed Consolidated Statements

of Income

Net premiums written $ 1,112.0 $ 1,100.7 $ 1,082.5 $ 1,110.5 $ 9549
Net premiums earned $ 1,015.8 $ 1,018.7 $ 1,029.5 $ 1,008.2 $ 847.1
Net investment income 234.3 208.4 204.3 186.2 178.8
Net gains on securities 40.8 36.6 50.8 17.4 10.5
Change in fair value of derivative

instruments 16.1 9.2 47.1 4.1 (13.0)
Other income 20.9 25.2 323 63.3 44.4
Total revenues 1,327.9 1,298.1 1,364.0 1,279.2 1,067.8
Provision for losses 369.3 390.6 456.8 476.1 2434
Policy acquisition costs 111.6 115.9 121.8 128.5 100.8
Other operating expenses 242.6 226.0 205.7 211.1 175.3
Interest expense 48.1 43.0 34.7 37.5 28.8
Equity in net income of affiliates 257.0 217.7 180.6 105.5 81.8
Pretax income 813.3 740.3 725.6 531.5 601.3
Net income 582.2 522.9 518.7 385.9 427.2
Diluted net income per share(1) $ 7.08 $ 5.91 $ 5.33 $ 3.95 $ 4.27
Cash dividends declared per share $ .08 $ .08 $ .08 $ .08 $ .08
Average shares outstanding-diluted 82.3 88.7 97.9 98.5 99.5
Condensed Consolidated Balance

Sheets

Total assets $ 7,928.7 $ 7,230.6 $ 7,000.8 $ 6,445.8 $ 5,393.4
Total investments 5,745.3 5,513.7 5,470.1 5,007.4 4,200.3
Unearned premiums 943.7 849.4 770.2 718.6 618.1
Reserve for losses and loss adjustment

expenses 842.3 801.0 801.0 790.4 624.6
Short-term and long-term debt 747.8 747.5 717.6 717.4 544.1

Table of Contents 43



Edgar Filing: MGIC INVESTMENT CORP - Form S-4/A

Stockholders equity 4,067.6 3,662.9 3,689.1 3,225.8 2,753.4

Book value per share $ 51.23 $ 4411 $ 3998 $ 3431 $ 2942

Selected Ratios Mortgage

Insurance(2)

Loss ratio 42.9% 44.5% 49.2% 40.7% 29.4%

Expense ratio 29.2 26.7 26.6 25.8 26.6

Combined ratio 72.1% 71.2% 75.8% 66.5% 56.0%
14
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Selected Ratios Financial
Guaranty(2)
Loss ratio

Expense ratio

Combined ratio

Other Data Mortgage Insurance

Primary new insurance written
Direct primary insurance in force
Direct primary risk in force
Total pool risk in force

Total other risk in force(3)
Persistency (twelve months ended)
Other Data Financial
Guaranty(4):

Net premiums written

Net premiums earned

Net par outstanding

Net debt service outstanding

2006 2005 2004 2003 2002
(In millions, except per-share amounts and ratios)
10.1% 14.9% 26.0% 67.1% 26.2%
52.2 55.7 45.9 38.8 33.0
62.3% 70.6% 71.9% 105.9% 59.2%
$ 40,117 $ 42,592 $ 44,820 $ 68,362 $ 48,767
113,903 109,684 115,315 119,887 110,273
25,311 25,729 27,012 27,106 26,273
2,991 2,711 2,384 2,415 1,732
10,322 9,709 1,205 1,053 475
67.3% 58.2% 58.8% 46.7% 57.0%
$ 263 $ 223 $ 216 $ 369 $ 286
204 212 214 249 187
103,966 76,652 66,720 76,997 66,337
143,728 110,344 101,620 117,900 104,756

(1) Diluted net income per share and average share information in accordance with Statement of Financial

Accounting Standards No. 128, Earnings Per Share.

Amounts reflect the inclusion of shares underlying

contingently convertible debt, which was redeemed on August 1, 2005. See Note 2 of Notes to Radian s
Consolidated Financial Statements, incorporated by reference herein.

(2) Calculated on a GAAP basis using provision for losses to calculate the loss ratio and policy acquisition costs and
other operating expenses to calculate the expense ratio as a percentage of net premiums earned.

(3) Consists mostly of international insurance risk, second-lien mortgage insurance risk and other structured

mortgage-related insurance risk.

(4) Reflects the 2004 and 2005 recaptures of previously ceded business. See Note 2 of Notes to Radian s
Consolidated Financial Statements, incorporated by reference herein.
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SELECTED COMBINED CONDENSED CONSOLIDATED
UNAUDITED PRO FORMA FINANCIAL DATA

The following table shows information about our financial condition and operations, including per share data, after
giving effect to the merger. This information is called unaudited pro forma information in this document. The table
sets forth the information as if the merger had become effective as of December 31, 2006, with respect to financial
condition, and as of January 1, 2006, with respect to operations data. The unaudited pro forma data in the tables
assume that the merger is accounted for as an acquisition by MGIC of Radian using the purchase method of
accounting. We have adjusted the historical consolidated financial information to give effect to pro forma events that
are (1) directly attributable to the merger, (2) factually supportable and (3) with respect to the statement of income,
expected to have a continuing impact on the combined results. The unaudited pro forma financial information includes
adjustments to record the assets and liabilities of Radian at their estimated fair values and is subject to further
adjustment as additional information becomes available and as additional analyses are performed. This table should be
read in conjunction with, and is qualified in its entirety by reference to, the historical financial statements, including
the notes thereto, of MGIC and Radian which we incorporate by reference in this document and the more detailed
unaudited pro forma financial information, including the notes to such information, appearing elsewhere in this
document. See  Where You Can Find More Information and Unaudited Pro Forma Financial Information.

We anticipate that the merger will provide the combined company with financial benefits that include reduced
operating expenses. Conversely, we anticipate that initially the revenues of the combined company following the
merger will be lower than the combined revenues of MGIC and Radian prior to the merger. The unaudited pro forma
financial information does not reflect the impact of expected cost savings, anticipated revenue reductions, the impact
of restructuring costs or the amortization of other intangibles that may be identified upon further analysis and,
accordingly, does not attempt to predict or suggest future results. It also does not necessarily reflect what the historical
results of the combined company would have been had our companies been combined during these periods.

Unaudited Pro Forma Combined
(In millions, except per share data)

For the year ended December 31, 2006

Total revenues $ 2,797
Income from continuing operations 1,040
Earnings per common share continuing operations:

Basic $ 6.39*%
Diluted $ 6.33*
At December 31, 2006

Total investments $ 11,000
Total assets 15,051
Loss reserves 1,968
Debt 1,542
Total liabilities 5,587
Shareholders equity 9,464

(*) As described in the footnote to the unaudited pro forma condensed combined income statement on page 76,
assuming that the parties complete the merger, the combined company intends to repurchase shares of common stock
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for an aggregate purchase price of approximately $1.0 billion and for that purpose anticipates using available funds
and incurring indebtedness of approximately $650 million. The unaudited pro forma condensed combined financial
statements do not give effect to these anticipated transactions as they do not qualify as appropriate bases for pro forma
adjustments under current SEC guidance. Based upon the assumptions in the footnote referred to above, adjusting the
pro forma combined results to also give effect to these transactions would result in basic earnings per share of $6.84
and diluted earnings per share of $6.77.
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UNAUDITED COMPARATIVE PER SHARE DATA

The following table sets forth for MGIC common stock and Radian common stock certain historical, unaudited pro
forma and unaudited pro forma-equivalent per share financial information. The unaudited pro forma and unaudited pro
forma-equivalent per share information gives effect to the merger as if the merger had been effective as of

December 31, 2006, with respect to financial condition, and as of January 1, 2006, with respect to operations. The
unaudited pro forma data in the tables assumes that the merger is accounted for as an acquisition by MGIC of Radian
using the purchase method of accounting. See Merger Proposal to be Considered at the Annual Meetings of MGIC
and Radian  Accounting Treatment. The information in the following table is based on, and should be read together
with, the historical financial information that has been presented in the prior filings of MGIC and Radian with the
Securities and Exchange Commission and the unaudited pro forma financial information that appears elsewhere in this
document. See  Where You Can Find More Information and Unaudited Pro Forma Financial Information.

We anticipate that the merger will provide the combined company with financial benefits that include reduced
operating expenses. Conversely, we anticipate that initially the revenues of the combined company following the
merger will be lower than the combined revenues of MGIC and Radian prior to the merger. The unaudited pro forma
information does not reflect the impact of these expected cost savings, anticipated revenue reductions, the impact of
merger-related costs or the amortization of other intangibles that may be identified upon further analysis and,
accordingly, does not attempt to predict or suggest future results. It also does not necessarily reflect what the historical
results of the combined company would have been had our companies been combined during these periods.

17
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At and for the Year Ended December 31, 2006

Historical Historical
MGIC Radian

Basic Earnings per Common Share from
Continuing Operations

Income from continuing operations $ 565 $ 582
Income from continuing operations available to

common shareholders $ 565 § 582
Weighted average basic common shares outstanding 84.3 81.3
Basic earning per common share $ 670 $ 7.16

Diluted Earnings per Common Share from
Continuing Operations

Income from continuing operations $ 565 $ 582
Income from continuing operations available to

common shareholders $ 565 § 582
Weighted average diluted common shares outstanding 84.9 82.3
Diluted earning per common share $ 665 $ 7.08

Dividends per Common Share

Common stock dividends $ 8 3 7
Dividends per common share $ 100 $ 0.08
Book Value per Common Share

Total common shareholders equity $ 4,296 $ 4,068
Common shares outstanding at period-end 82.8 79.4
Book value per common share $ 5188 $§ 51.23

(1) Pro forma amounts multiplied by 0.9658 (the ratio of exchange).

(2) Historical amounts for MGIC multipled by 0.9658 (the ratio of exchange).

Unaudited
Pro
Forma
Combined
(In millions, except per share data)

1,040

1,040
162.8
6.39(4)

1,040
1,040
164.4
6.33(4)
1.00(3)
9,464

159.5
59.34

Radian
Unaudited
Pro
Forma
Equivalent

6.17(1)

6.11(1)

0.97(2)

57.31(1)

(3) The annual dividend of the combined company is expected to remain at the current annual MGIC dividend of

$1.00 per share.

(4) As described in the footnote to the unaudited pro forma condensed combined income statement on page 76,
assuming that the parties complete the merger, the combined company intends to repurchase shares of common
stock for an aggregate purchase price of approximately $1.0 billion and for that purpose anticipates using
available funds and incurring indebtedness of approximately $650 million. The unaudited pro forma condensed
combined financial statements do not give effect to these anticipated transactions as they do not qualify as
appropriate bases for pro forma adjustments under current SEC guidance. Based upon the assumptions in the
footnote referred to above, adjusting the pro forma combined results to also give effect to these transactions
would result in basic earnings per share of $6.84 and diluted earnings per share of $6.77.
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RISK FACTORS

In addition to the other information contained in or incorporated by reference into this joint proxy
statement/prospectus, you should carefully consider the following risk factors relating to the merger and the business
of the combined company in deciding whether to vote for adoption of the proposals described in this joint proxy
statement/prospectus.

Because the market price of MGIC common stock may fluctuate, you cannot be sure of the market value of the
MGIC common stock that MGIC will issue or that Radian stockholders will receive in the merger.

Upon completion of the merger, each share of Radian common stock that Radian stockholders hold immediately prior
to the merger will be converted into 0.9658 shares of common stock of MGIC. This exchange ratio will not be
adjusted for changes in the market price of either MGIC common stock or Radian common stock. Changes in the
price of MGIC common stock prior to the merger will affect the value that Radian stockholders will receive on the
date of the merger and that MGIC will pay. Stock price changes may result from a variety of factors, including general
market and economic conditions, changes in our businesses, operations and prospects and regulatory considerations,
many of which factors are beyond our control. Neither of us is permitted to terminate the merger agreement or
resolicit the vote of our stockholders solely because of changes in the market price of either of our common stock.

The prices of MGIC common stock and Radian common stock at the closing of the merger may vary from their
respective prices on the date the merger agreement was executed, on the date of this joint proxy statement/prospectus
and on the date of the MGIC and Radian annual meetings of stockholders. As a result, the value represented by the
exchange ratio will also vary. For example, based on the range of closing prices of MGIC common stock during the
period from February 5, 2007, the last full trading day before public announcement of the merger, through April 4,
2007, the exchange ratio represented a value ranging from a high of $67.69 to a low of $54.63 for each share of
Radian common stock. Because the date that the merger is completed will be later than the date of the MGIC
and Radian annual meetings of stockholders, at the time of your meeting, you will not know the market value
of the MGIC common stock that Radian stockholders will receive upon completion of the merger.

We must obtain several governmental consents to complete the merger, which, if delayed, not granted or
granted with unacceptable conditions may jeopardize or delay the merger, result in additional expense or
reduce the anticipated benefits of the transaction.

We must obtain specified approvals and consents in a timely manner from federal and state governmental authorities
prior to the completion of the merger. If we do not receive these approvals on terms that satisfy the merger agreement,
then we will not be obligated to complete the merger. The governmental authorities from which we seek approvals
have broad discretion in administering relevant laws and regulations. As a condition to the approval of the merger,
governmental authorities may impose requirements, limitations or costs that could negatively affect the way the
combined company conducts business. If MGIC and Radian agree to any material conditions or restrictions to obtain
any approvals required to complete the merger, these conditions or restrictions could adversely affect the integration
of the businesses of MGIC and Radian or could reduce the anticipated benefits of the merger.

If we fail to realize the anticipated cost savings and other benefits of the merger or fail to sell partial interests in

two joint ventures for the amount anticipated, the merger could be dilutive to the combined company s earnings
per share or otherwise adverse to our stockholders.
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The success of the merger will depend, in part, on our ability to realize the anticipated cost savings from combining
the businesses of MGIC and Radian. Our managements have estimated that approximately $128 million of annual
pre-tax cost savings would be realized from the merger. However, to realize the anticipated benefits from the merger,
we must successfully combine the businesses of MGIC and Radian in a manner that permits those cost savings to be
realized. If we are not able to successfully achieve these
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objectives, the anticipated benefits of the merger may not be realized fully or at all or may take longer to realize than
expected. Such a failure could result in a decrease in the combined company s earnings per share. In addition, we
anticipate that initially the revenues of the combined company following the merger will be lower than the combined
revenues of MGIC and Radian prior to the merger. If the decline in revenue is greater than anticipated, the combined
company s earnings per share could be negatively affected.

At the completion of the merger, in connection with our efforts to maintain financial strength ratings of the combined
company s mortgage insurance business at not less than the minimum required to conduct such business, we plan to
sell a portion of the combined company s interest in each of Credit-Based Asset Servicing and Securitization LLC and
Sherman Financial Group LLC. We plan to use the proceeds to repurchase stock of the combined company. The sales
of these interests may result in lower than anticipated proceeds. If the proceeds are substantially lower than we
anticipate, the amount of the combined company s stock that we repurchase could be affected. A reduction in the
amount of stock repurchased could lower the combined company s earnings per share.

MGIC and Radian have operated and, until the completion of the merger, will continue to operate, independently. It is
possible that the integration process could result in the loss of key employees, the disruption of each company s
ongoing businesses or inconsistencies in standards, controls, procedures and policies, any of which could adversely
affect our ability to maintain relationships with clients and employees or our ability to achieve the anticipated benefits
of the merger or could reduce our earnings.

The market price of the combined company s shares after the merger may be affected by factors different from
those affecting the shares of MGIC or Radian currently.

The businesses of MGIC and Radian differ in some respects and, accordingly, the results of operations of the
combined company and the market price of the combined company s shares of common stock may be affected by
factors different from those currently affecting the independent results of operations of each of MGIC or Radian. For a
discussion of the businesses of MGIC and Radian and of factors to consider in connection with those businesses, see
the documents we incorporate by reference into this joint proxy statement/prospectus and refer to under Where You
Can Find More Information.

Some directors and executive officers of MGIC and Radian have interests and arrangements with respect to
the merger that are different from, or in addition to, those of MGIC and Radian stockholders.

When considering the recommendation of the MGIC and Radian boards of directors with respect to the merger, you
should be aware that some directors and executive officers of MGIC and Radian have interests in the merger that are
different from, or in addition to, their interests as stockholders and the interests of stockholders generally. These
interests include:

new employment agreements for Sanford A. Ibrahim, Chief Executive Officer of Radian, Mark A. Casale,
President of Radian Guaranty Inc., Radian s principal mortgage insurance subsidiary, and Teresa A. Bryce,
Executive Vice President, General Counsel and Secretary of Radian, which will become effective upon the
completion of the merger and, in the case of Mr. Ibrahim s agreement, supersede his existing agreement;

appointment of certain persons to be executive officers or senior officers of the combined company after the
merger;

payments under Radian s change of control agreements with executive officers, which may be triggered under
certain circumstances if the executive officer s employment terminates or is substantially changed following the

merger;
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accelerated vesting and exercisability of stock options and other equity awards issued under Radian s equity
compensation plans; and
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appointment of MGIC directors and Radian directors to the combined company s board of directors following
the merger.

As a result of these interests, these directors and executive officers may be more likely to support and to vote to

approve the merger agreement than if they did not have these interests. Stockholders should consider whether these
interests may have influenced those directors and executive officers to support or recommend approval of the merger.

As of the close of business on the record date for the MGIC annual meeting, MGIC directors and executive officers

and their affiliates were entitled to vote approximately 1.15% of the then-outstanding shares of MGIC common stock.
See Merger Proposal to be Considered at the Annual Meetings of MGIC and Radian Interests of MGIC Directors and
Officers in the Merger. As of the close of business on the record date for the Radian annual meeting, Radian directors
and executive officers were entitled to vote approximately 0.24% of the then-outstanding shares of Radian common
stock. See Merger Proposal to be Considered at the Annual Meetings of MGIC and Radian Interests of Radian
Directors and Officers in the Merger.

The combined company may have difficulty integrating MGIC and Radian and may incur substantial costs in
connection with the integration.

The combined company may experience material unanticipated difficulties or expenses in connection with integrating
MGIC and Radian, especially given the relatively large size of the merger. Integrating MGIC and Radian will be a
complex, time-consuming and expensive process. Before the merger, MGIC and Radian operated independently, each

with its own business, products, customers, employees, culture and systems.

The resulting company may face substantial difficulties, costs and delays in integrating MGIC and Radian. These
factors may include:

perceived adverse changes in product and service offerings available to clients or client service standards,
whether or not these changes do, in fact, occur;

conditions imposed by regulators in connection with their decisions whether to approve the merger;

potential charges to earnings resulting from the application of purchase accounting to the transaction;

the retention of existing clients, key sales representatives and vendors of each company; and

retaining and integrating management and other key employees of the combined company.
After the merger, we may seek to combine certain operations and functions using common information and
communication systems, operating procedures, financial controls and human resource practices, including training,
professional development and benefit programs. We may be unsuccessful or delayed in implementing the integration

of these systems and processes.

Any one or all of these factors may cause increased operating costs, worse than anticipated financial performance or
the loss of clients, employees and agents. Many of these factors are outside the control of either company.

The merger agreement limits MGIC s and Radian s ability to pursue an alternative acquisition proposal and

requires MGIC or Radian to pay a termination fee of $185 million under limited circumstances relating to
alternative acquisition proposals.
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The merger agreement prohibits MGIC and Radian from initiating, soliciting, encouraging or facilitating certain

alternative acquisition proposals with any third party, subject to exceptions set forth in the merger agreement. See The

Merger Agreement No Solicitation. The merger agreement also provides for the payment by MGIC or Radian of a

termination fee of $185 million if the merger agreement is terminated in certain circumstances in connection with a

third party completing an alternative acquisition or executing an agreement regarding an alternative transaction. See
Merger Agreement Termination.
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These provisions limit MGIC s and Radian s ability to pursue offers from third parties that could result in greater value
to MGIC s or Radian s stockholders. The obligation to pay the termination fee also may discourage a third party from
pursuing an alternative acquisition proposal.

The merger is subject to certain closing conditions that, if not satisfied or waived, will result in the merger not
being completed, which may cause the market price of MGIC common stock or Radian common stock to
decline.

The merger is subject to customary conditions to closing, including the receipt of required regulatory approvals and
approvals of the MGIC and Radian stockholders. If any condition to the merger is not satisfied or waived, to the
extent permitted by law or New York Stock Exchange rule, the merger will not be completed. In addition, MGIC and
Radian may terminate the merger agreement under certain circumstances. If MGIC and Radian do not complete the
merger, the market price of MGIC common stock or Radian common stock may decline to the extent that the current
market prices of those shares reflect a market assumption that the merger will be completed. Further, whether or not
the merger is completed, MGIC and Radian will also be obligated to pay certain investment banking, financing, legal
and accounting fees and related expenses in connection with the merger, which could negatively impact results of
operations when incurred. In addition, neither company would realize any of the expected benefits of having
completed the merger. If the merger is not completed, MGIC and Radian cannot be certain that additional risks will
not materialize or not materially adversely affect the business, financial results, financial condition and stock prices of
MGIC or Radian. For more information on closing conditions to the merger agreement, see the section entitled Merger
Agreement Conditions to Completion of the Merger.

Upon completion of the merger, certain of Radian s financial guaranty reinsurance customers will have the
right to recapture reinsurance business previously assumed by Radian.

Upon completion of the merger, certain of Radian s financial guaranty reinsurance customers will have the right to
recapture reinsurance business previously assumed by Radian. At December 31, 2006, Radian had assumed
approximately $10 billion of par in force and approximately $70 million of unearned premium reserves (a small
portion of which is not subject to recapture) from these customers. If all this reinsurance business were recaptured, we
estimate that the combined company would have to disburse approximately $55 million in cash to settle the
recaptures. We cannot be certain whether any of these customers will recapture all or any portion of this business upon
completion of the merger or of the exact impact of any recapture.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS
This joint proxy statement/prospectus contains or incorporates by reference a number of forward-looking statements
within the meaning of the Private Securities Litigation Reform Act of 1995 regarding MGIC and Radian and may
include statements about the period following the completion of the merger. You can find many of these statements by
looking for words such as plan, believe, expect, intend, anticipate, estimate, project, potential or other s
expressions. Such statements include, but are not limited to, statements about the benefits of the merger, including
future financial and operating results, and MGIC s and Radian s plans, objectives, expectations and intentions. Such
statements involve risks and uncertainties that may cause results to differ materially from those set forth in these
statements.
The ability of MGIC and Radian to predict results or the actual effects of its plans and strategies is inherently
uncertain and the merger itself creates additional uncertainty. Accordingly, actual results may differ materially from
anticipated results. The factors described in Risk Factors and the following factors, among others, could cause actual
results to differ materially from those set forth in the forward-looking statements:

the risk that the businesses of MGIC and Radian will not be integrated successfully or such integration may be
more difficult, time-consuming or costly than expected;

cost savings and other synergies from the merger may not be fully realized or realized within the expected
timeframe;

revenues following the merger may be lower than expected;
customer and employee relationships and business operations may be disrupted by the merger;

the ability to obtain required governmental and stockholder approvals, and the ability to complete the merger
on the expected timeframe;

possible changes in economic and business conditions;

possible changes in mortgage and credit insurance policies, and laws and regulations relating thereto;
competition and its effect on pricing, spending, third-party relationships and revenues;

movements in market interest rates and secondary market volatility;

potential sales of assets in connection with the merger;

litigation relating to the merger;

legislative and regulatory changes affecting demand for private mortgage insurance or financial guaranty
insurance; or

downgrades or threatened downgrades of the insurance financial-strength ratings assigned by the major ratings
agencies to Radian s and MGIC s operating subsidiaries.
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Because such forward-looking statements are subject to assumptions and uncertainties, actual results may differ
materially from those expressed or implied by such forward-looking statements. MGIC stockholders and Radian
stockholders are cautioned not to place undue reliance on such statements, which speak only as of the date of this joint
proxy statement/prospectus or the date of any document incorporated by reference. Neither MGIC nor Radian
undertakes any obligation to update such forward-looking statements to reflect events or circumstances after the date
of this joint proxy statement/prospectus or to reflect the occurrence of unanticipated events.

All subsequent written and oral forward-looking statements concerning the merger or other matters addressed in this
joint proxy statement/prospectus and attributable to MGIC, Radian or any person acting on their behalf are expressly

qualified in their entirety by the cautionary statements contained or referred to in this section.
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THE MGIC ANNUAL MEETING
Date, Time and Place

The MGIC annual meeting will be held on May 10, 2007, at 9:00 a.m. local time at the Marcus Center for the
Performing Arts, 929 North Water Street, Milwaukee, Wisconsin.

Matters to be Considered

At the MGIC annual meeting, MGIC stockholders will be asked to:
adopt the merger agreement;
elect three directors, each for a three-year term;

ratify the appointment of PricewaterhouseCoopers LLP as MGIC s independent registered public accounting
firm for 2007;

approve the adjournment of the MGIC annual meeting, if necessary or appropriate, to solicit additional
proxies; and

transact such other business as may properly come before the annual meeting or any adjournment or
postponement of the meeting.

The MGIC board of directors recommends that MGIC stockholders vote FOR the proposal to adopt the

merger agreement. For the reasons for this recommendation, see Merger Proposal to be Considered at the

Annual Meetings of MGIC and Radian MGIC s Reasons for the Merger; Recommendation of MGIC s Board of
Directors. The MGIC board of directors also recommends that you vote FOR each of the director nominees
listed under the section entitled Other Matters to be Considered at the MGIC Annual Meeting Proposal for

the Election of Three Directors, FOR the ratification of the selection of PricewaterhouseCoopers LLP as

MGIC s independent registered public accounting firm for fiscal 2007, and FOR the approval of the
adjournment of the MGIC annual meeting, if necessary or appropriate, to solicit additional proxies.

Proxies

You should complete and return the proxy card accompanying this document to ensure that your vote is counted at the
MGIC annual meeting, regardless of whether you plan to attend the MGIC annual meeting. If your shares are held in
nominee or street name you will receive separate voting instructions from your broker or nominee with your proxy
materials. Although most brokers and nominees offer telephone and internet voting, availability and specific processes
will depend on their voting arrangements. If your shares are not held in street name, you can revoke the proxy at any
time before the vote is taken at the MGIC annual meeting by submitting to MGIC s corporate secretary written notice
of revocation or a properly executed proxy of a later date, or by attending the MGIC annual meeting and voting in
person. Written notices of revocation and other communications about revoking MGIC proxies should be addressed
to:

MGIC Investment Corporation
250 East Kilbourn Avenue
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Milwaukee, Wisconsin 53202
Attention: Jeffrey H. Lane
Senior Vice President, Secretary and General Counsel

If your shares are held in street name, you should follow the instructions of your broker regarding the revocation of
proxies.

All shares represented by valid proxies that we receive through this solicitation, and that are not revoked, will be voted
in accordance with the instructions on the proxy card. If you make no specification on your proxy card as to how you
want your shares voted before signing and returning it, your proxy will be voted FOR the adoption of the merger
agreement, FOR each of the director nominees described herein, FOR
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the ratification of the selection of PricewaterhouseCoopers LLP as MGIC s independent registered public accounting
firm for 2007, and FOR the approval of the adjournment of the MGIC annual meeting, if necessary or appropriate, to
solicit additional proxies. The MGIC board of directors is currently unaware of any other matters that may be

presented for action at the MGIC annual meeting. If other matters properly come before the MGIC annual meeting, or
at any adjournment or postponement thereof, we intend that shares represented by properly submitted proxies will be
voted, or not voted, by and at the discretion of the persons named as proxies on the proxy card.

Solicitation of Proxies

We will bear the entire cost of soliciting proxies from you. In addition to solicitation of proxies by mail, we will
request that banks, brokers and other record holders send proxies and proxy material to the beneficial owners of
MGIC common stock and secure their voting instructions, if necessary. We will reimburse the record holders for their
reasonable expenses in taking those actions. We have also made arrangements with D.F. King & Co., Inc. to assist us
in soliciting proxies and have agreed to pay them $12,500 plus reasonable expenses for these services. If necessary,
MGIC may also use several of its regular employees, who will not be specially compensated, to solicit proxies from
MGIC stockholders, either personally or by telephone, email, facsimile or letter.

Record Date

The MGIC board of directors has fixed the close of business on March 9, 2007 as the record date for determining the
MGIC stockholders entitled to receive notice of and to vote at the MGIC annual meeting. At that time,

83,067,137 shares of MGIC common stock were outstanding, held by approximately 151 holders of record. As of the
record date, directors and executive officers of MGIC and their affiliates had the right to vote 960,809 shares of MGIC
common stock, representing approximately 1.15% of the shares entitled to vote at the MGIC annual meeting. MGIC
currently expects that its directors and executive officers will vote such shares FOR all matters scheduled to be
presented for a vote at the MGIC annual meeting.

Quorum and Vote Required to Approve the Merger Agreement

The presence, in person or by properly executed proxy, of the holders of a majority of the outstanding shares of MGIC
common stock is necessary to constitute a quorum at the annual meeting. Abstentions and broker non-votes will be
counted for the purpose of determining whether a quorum is present.

Adoption of the merger agreement requires the affirmative vote of the holders of a majority of the outstanding shares
of MGIC common stock entitled to vote at the MGIC annual meeting. Approval of the proposal relating to the
adjournment of the MGIC annual meeting, if necessary or appropriate, to solicit additional proxies requires that the
votes cast in favor of the proposal exceed the votes cast in opposition. You are entitled to one vote for each share of
MGIC common stock you held as of the record date.

Because the affirmative vote of the holders of a majority of the outstanding shares of MGIC common stock
entitled to vote at the MGIC annual meeting is required to adopt the merger agreement, the failure to vote by
proxy or in person will have the same effect as a vote against the merger agreement. Abstentions and broker
non-votes also will have the same effect as a vote against the merger agreement. Accordingly, the MGIC board
of directors urges MGIC stockholders to complete, date and sign the accompanying proxy card and return it
promptly in the enclosed postage-paid envelope.

Abstentions, failures to vote, votes withheld and broker non-votes will have no effect on the vote to adjourn the annual
meeting, if necessary or appropriate, to solicit additional proxies.
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Dissenters Rights of Appraisal
Holders of MGIC common stock will not have any appraisal rights under the Wisconsin Business Corporation Law or
under MGIC s articles of incorporation in connection with the merger, and MGIC will not independently provide

holders of MGIC common stock with any such rights.
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Participants in Certain MGIC Plans

If you are a participant in MGIC s Profit Sharing and Savings Plan and Trust, please note that the enclosed proxy card
also constitutes the voting instruction form for shares allocated to you under such plan and covers all shares you are
entitled to vote under the plan, in addition to shares you may hold directly. Signing and returning the proxy card will
enable voting of all shares, including those held in such plan.

Voting by Telephone or the Internet

Many stockholders of MGIC whose shares are registered in the name of a brokerage firm, bank or other nominee have
the option to submit their voting instructions electronically by telephone or the internet. Such MGIC stockholders
should check the voting instructions forwarded by their broker, bank or other holder of record to see which options are

available. MGIC stockholders of record may not vote by telephone or the internet.
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THE RADIAN ANNUAL MEETING
Date, Time and Place

The Radian annual meeting will be held on May 9, 2007 at 9:00 a.m. local time at the Ritz-Carlton Philadelphia,
10 Avenue of the Arts, Philadelphia, Pennsylvania 19102.

Matters to be Considered

At the Radian annual meeting, the Radian stockholders will be asked to:
adopt the merger agreement;
elect ten directors, each for a one-year term;

ratify the appointment of Deloitte & Touche LLP as Radian s independent registered public accounting firm for
2007;

approve the adjournment of the Radian annual meeting, if necessary or appropriate, to solicit additional
proxies; and

transact such other business as may properly come before the annual meeting or any adjournment or
postponement of the meeting.

The Radian board of directors recommends that Radian stockholders vote FOR each of these proposals.
Proxies

You should complete and return the proxy card accompanying this document to ensure that your vote is counted at the
Radian annual meeting, regardless of whether you plan to attend the Radian annual meeting. If your shares are held in
nominee or street name you will receive separate voting instructions from your broker or nominee with your proxy
materials. Although most brokers and nominees offer telephone and internet voting, availability and specific processes
will depend on their voting arrangements. If your shares are not held in street name, you can revoke the proxy at any
time before the vote is taken at the Radian annual meeting by submitting to Radian s Secretary written notice of
revocation or a properly executed proxy of a later date, or by attending the Radian annual meeting and voting in
person. Attendance at the meeting, by itself, will not constitute revocation of a proxy. Written notices of revocation
and other communications about revoking Radian proxies should be addressed to:

Radian Group Inc.

1601 Market Street
Philadelphia, Pennsylvania 19103
Attention: Teresa A. Bryce
Executive Vice President,
General Counsel and Secretary

If your shares are held in street name, you should follow the instructions of your broker regarding the revocation of
proxies.
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All shares represented by valid proxies that we receive through this solicitation, and that are not revoked, will be voted
in accordance with the instructions on the proxy card. If you make no specification on your proxy card as to how you
want your shares voted before signing and returning it, your proxy will be voted FOR the adoption of the merger
agreement, FOR each of the director nominees described herein (and, if unforeseen circumstances make it necessary
for our board of directors to substitute another person for any of the nominees, your shares will be voted for that other
person), FOR the ratification of the selection of Deloitte & Touche LLP as Radian s independent registered public
accounting firm for 2007, and FOR the proposal to adjourn the annual meeting, if necessary or appropriate, to solicit
additional proxies. The Radian board of directors is currently unaware of any other matters that may be presented for
action at the Radian
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annual meeting. If other matters properly come before the Radian annual meeting, or at any adjournment or
postponement thereof, we intend that shares represented by properly submitted proxies will be voted, or not voted, by
and at the discretion of the persons named as proxies on the proxy card.

Radian stockholders should not send stock certificates with their proxy cards. If the merger is completed,
Radian stockholders will need to exchange their current stock certificates for MGIC stock certificates. Upon
completion of the merger, former Radian stockholders will be mailed a transmittal form with instructions on
how to exchange their Radian stock certificates for MGIC stock certificates.

Solicitation of Proxies

We will bear the entire cost of soliciting proxies from you. In addition to solicitation of proxies by mail, we will
request that banks, brokers and other record holders send proxies and proxy materials to the beneficial owners of
Radian common stock and secure their voting instructions, if necessary. We will reimburse the record holders for their
reasonable expenses in taking those actions. We have also made arrangements with Georgeson Inc. to assist us in
soliciting proxies and have agreed to pay them a fee not expected to exceed $15,000 plus reasonable expenses for
these services. If necessary, we may use several of our regular employees or directors, who will not be specially
compensated, but who will be entitled to reimbursement for actual expenses incurred in connection with the
solicitation, to solicit proxies from Radian stockholders, either personally or by telephone, email, facsimile or letter.

Record Date

The Radian board of directors has fixed the close of business on March 19, 2007 as the record date for determining the
Radian stockholders entitled to receive notice of and to vote at the Radian annual meeting. At that time,

80,260,253 shares of Radian common stock were outstanding, held by approximately 111 holders of record. As of the
record date, directors and executive officers of Radian and their affiliates had the right to vote 231,689 shares of
Radian common stock, representing approximately 0.24% of the shares entitled to vote at the Radian annual meeting.
Radian currently expects that its directors and executive officers will vote such shares FOR all matters scheduled to
be presented for a vote at the Radian annual meeting.

Quorum and Vote Required to Approve the Merger Agreement

The presence, in person or by properly executed proxy, of the holders of a majority of the outstanding shares of
Radian common stock entitled to vote is necessary to constitute a quorum at the Radian annual meeting. Abstentions
and broker non-votes will be counted for the purpose of determining whether a quorum is present.

Assuming a quorum is present, adoption of the merger agreement requires the affirmative vote of the holders of a
majority of the outstanding shares of Radian common stock entitled to vote at the Radian annual meeting. Approval of
the proposal relating to the adjournment of the annual meeting, if necessary or appropriate, to solicit additional proxies
requires the affirmative vote of the majority of shares present in person or represented by proxy at the meeting and
entitled to vote thereon. You are entitled to one vote for each share of Radian common stock you held as of the record
date.

Because the affirmative vote of the holders of a majority of the outstanding shares of Radian common stock
entitled to vote at the Radian annual meeting is required to adopt the merger agreement, the failure to vote by
proxy or in person will have the same effect as a vote against the merger agreement. Abstentions and broker
non-votes also will have the same effect as a vote against the merger. Accordingly, the Radian board of
directors urges Radian stockholders to complete, date and sign the accompanying proxy card and return it
promptly in the enclosed postage-paid envelope.
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Failures to vote and broker non-votes will have no effect on the adoption of the proposal to adjourn the annual
meeting, if necessary or appropriate, to solicit additional proxies; however, abstentions, because they are considered
shares entitled to vote, will have the same effect as votes against such proposals.
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Appraisal Rights

Radian stockholders are not entitled to appraisal rights under the Delaware General Corporation Law or under Radian s
charter or bylaws in connection with the merger, and Radian will not independently provide stockholders with any
such rights.

Participants in Certain Radian Plans

Participants in Radian s Savings Incentive Plan, please note that the enclosed proxy card also constitutes the voting
instruction form for shares allocated to you under the plan and covers all shares you are entitled to vote under the plan,
in addition to shares you may hold directly. Signing and returning the proxy card will enable voting of all shares,
including those held under the plan.

Voting by Telephone or the Internet

Many stockholders of Radian whose shares are registered in the name of a brokerage firm, bank or other nominee
have the option to submit their proxies or voting instructions electronically by telephone or the internet. Such Radian
stockholders should check the voting instructions forwarded by their broker, bank or other holder of record to see
which options are available. Radian stockholders of record may not vote by telephone or the internet.
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MERGER PROPOSAL TO BE CONSIDERED
AT THE ANNUAL MEETINGS OF MGIC AND RADIAN

The following discussion contains material information pertaining to the merger. This discussion is a summary only
and may not contain all of the information that is important to you. A copy of the merger agreement is attached to this
document as Annex A and is incorporated by reference herein. We encourage you to read and review the merger
agreement as well as the discussion in this joint proxy statement/prospectus.

Structure

The MGIC board of directors and the Radian board of directors have each unanimously approved the merger

agreement, which provides for the merger of Radian with and into MGIC, with MGIC as the surviving corporation.

Each share of Radian common stock outstanding prior to the merger will be converted, upon completion of the

merger, into the right to receive 0.9658 shares of the common stock of MGIC. We sometimes refer to this ratio as the
exchange ratio. As a result of the merger, shares of Radian common stock issued and outstanding immediately prior to

the merger will be cancelled.

Background of the Merger

Each of MGIC s and Radian s board of directors has from time to time engaged with senior management in strategic
reviews, and has considered ways to enhance its respective performance and prospects in light of competitive and
other relevant developments. These strategic reviews have focused on, among other things, the business environment
facing mortgage and credit risk insurers generally, as well as conditions and ongoing consolidation in the residential
mortgage industry. For MGIC and Radian, these reviews have also included periodic discussions with respect to
potential transactions that would further their respective strategic objectives, and the potential benefits and risks of
those transactions, including for Radian during the past few years informal discussions with other potential merger
partners.

MGIC s board of directors had periodically considered the possibility of a business combination between MGIC and
Radian for a number of years. At a regularly scheduled MGIC board of directors meeting held on October 26, 2006,
Curt S. Culver, MGIC s Chairman of the Board and Chief Executive Officer, discussed with the MGIC board of
directors the possibility of such a business combination. The MGIC board of directors authorized Mr. Culver to
approach Radian management to gauge Radian s interest in a combination.

In early November 2006, Mr. Culver and Sanford A. Ibrahim, Radian s Chief Executive Officer, met over dinner and
discussed their mutual interest in exploring a business combination between MGIC and Radian. At that time

Mr. Ibrahim stated that he needed to discuss with the Radian board of directors the proposed combination before he
could discuss it further.

At a regularly scheduled Radian board of directors meeting held on November 14, 2006, Mr. Ibrahim described to the
Radian board of directors his meeting with Mr. Culver. The Radian board of directors met again on November 30 and,
following this meeting, recommended that Mr. Ibrahim continue to pursue his conversations with MGIC and explore
the potential benefits of such a transaction.

Based on both companies preliminary mutual interest and the belief in the potential merits of a possible strategic

transaction, Messrs. Culver and Ibrahim agreed to meet again in December with other members of their senior
management teams in order to continue their exploratory discussions. At meetings held on December 8 and 18 and in
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follow-up phone calls on December 20, these discussions focused on the potential benefits of a combination, as well
as the potential terms on which the two companies could combine. Both chief executives were in general agreement
that an at-market transaction that drew on the strength of the managements and boards of both companies was most
likely to deliver long-term value to the two companies stockholders, and they discussed the potential composition of
the combined company s board of directors and management. Discussions in December also addressed the value of
preserving company brand identity and headquarters. During this time period, Mr. Culver discussed the potential
combination with the members of the MGIC board of directors, and on December 21, the MGIC board of directors
held a special meeting by
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telephone at which the directors talked about the status of the Radian discussions. The Radian board of directors
reviewed and discussed matters relating to a potential combination at meetings held on December 12 and
December 27. Also during this time period, Radian retained Wachtell, Lipton, Rosen & Katz as its outside legal
advisor.

On January 12, 2007, Messrs. Culver and Ibrahim, together with Kenneth M. Jastrow, I, the chairman of MGIC s
management development, nominating and governance committee, who presides over executive sessions of the MGIC
board, and Radian s non-executive chairman, Herbert Wender, met to discuss the progress of the discussions and the
path forward to a potential combination. Each of them noted the support of their respective boards for a potential
transaction, agreed to continue discussions and agreed to commence mutual due diligence. Later that day, MGIC and
Radian executed a customary confidentiality agreement.

In connection with the merger, MGIC retained Goldman Sachs as its outside financial advisor and Foley & Lardner
LLP as its outside legal advisor, and Radian retained Lehman as its outside financial advisor.

The MGIC board of directors met on January 25, 2007. Representatives of Goldman Sachs and Foley & Lardner
participated in the meeting. At the meeting, Mr. Culver updated the board on the key potential transaction terms,
including the at-market nature of the combination and the proposed changes in the MGIC board and the management
team of the combined company. Goldman Sachs presented preliminary materials regarding, among other things,
preliminary valuations of each of MGIC and Radian, as well as potential synergies and prospects for the combined
company. A representative of Foley & Lardner reviewed with the directors their fiduciary obligations under
Wisconsin law. The board encouraged Mr. Culver and management to continue to negotiate a transaction with Radian.

At about that time, the parties and their outside counsel also began preliminary drafting of the transaction documents.
Discussions between representatives of MGIC and Radian continued regarding a potential business combination and
the benefits for each company that could result from such a transaction. As a result of these discussions, the parties
agreed to recommend to their respective boards of directors a stock merger in which Radian would merge into MGIC,
with MGIC being the surviving corporation. The parties and their respective counsel also negotiated the other terms of
the definitive transaction agreements and exchanged related materials.

The MGIC board of directors met on the morning of February 4, 2007 with, among others, senior management,
Foley & Lardner and Goldman Sachs. Management reviewed for the MGIC board of directors the progress of
negotiations with Radian, and reported on MGIC s due diligence investigations of Radian, including executive
compensation and benefits matters in connection with the merger. Goldman Sachs reviewed with the MGIC board of
directors the structure and other terms of the potential transaction, and financial information regarding Radian, MGIC
and a combination of the two companies, as well as information regarding peer companies and comparable
transactions. Representatives of Foley & Lardner discussed with the MGIC board of directors the legal standards
applicable to its decisions and actions with respect to its consideration of the proposed transaction, and reviewed a
draft of the merger agreement. Representatives of Foley & Lardner also discussed with the MGIC board of directors
the stockholder and regulatory approvals that would be required to complete the proposed merger, the likely process
and timetable of the merger, including obtaining the required stockholder and regulatory approvals.

On Monday, February 5, 2007, Radian s board of directors met to discuss the proposed transaction. Mr. Ibrahim and
other senior Radian executives reviewed the status of discussions and negotiations with MGIC since the previous

board meeting and the results of Radian s due diligence investigation of MGIC. Members of Radian s management also
discussed the key terms of the proposed merger, including the board and management governance provisions and a
proposed exchange ratio of 0.9658 shares of MGIC common stock for each share of Radian common stock, which

was designed to produce an at-market exchange ratio based on the ratio of the closing market price of Radian common
stock on Friday, February 2, 2007 to the closing market price of MGIC common stock on February 2, 2007.
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Management and Radian s advisors also discussed with the board accretion/dilution analysis, the companies corporate
cultures, the business mix of the two companies, estimated expense savings and potential revenue opportunities.
Representatives from Lehman reviewed the financial terms of the proposed merger and presented its financial analysis
of the transaction.

31

Table of Contents 73



Edgar Filing: MGIC INVESTMENT CORP - Form S-4/A

Table of Contents

Lehman subsequently rendered to the Radian board of directors its oral opinion (later confirmed in writing) that, as of
February 5, 2007, and based upon the assumptions made, procedures followed, matters considered and limitations on
the review undertaken by Lehman all as set forth in its written opinion, the exchange ratio pursuant to the merger
agreement was fair, from a financial point of view, to holders of Radian common stock.

Representatives of Wachtell, Lipton, Rosen & Katz discussed with the Radian board of directors the legal standards
applicable to its decisions and actions with respect to its consideration of the proposed transaction, and reviewed the
legal terms of the proposed transaction agreements, including the employment agreements with Mr. Ibrahim and other
executives. Representatives of Wachtell, Lipton, Rosen & Katz also discussed with the Radian board of directors the
stockholder and regulatory approvals that would be required to complete the proposed merger, the likely process and
timetable of the merger including obtaining the required stockholder and regulatory approvals and compensation and
benefits issues in connection with the merger. Wachtell, Lipton, Rosen & Katz also reviewed for the Radian board of
directors a set of draft resolutions relating to the proposed merger. Following the presentations, Radian directors posed
questions to members of Radian s management, representatives of Wachtell, Lipton, Rosen & Katz and representatives
of Lehman.

Following these discussions, and review and discussion among the members of the Radian board of directors,

including consideration of the factors described under =~ Radian s Reasons for the Merger; Recommendation of Radian s
Board of Directors, the Radian board of directors unanimously determined that the transactions contemplated by the
merger agreement and the related transactions and agreements are advisable and in the best interests of Radian and its
stockholders, and the directors voted unanimously to approve the merger with MGIC, to approve and adopt the merger
agreement, to approve the related transactions and agreements, and to approve the resolutions relating to the proposed
merger.

Also on February 5, the board of directors of MGIC met with senior management and their outside legal and financial
advisors. Mr. Culver and senior management updated the board on the status of the negotiations with Radian,

including the proposed 0.9658 exchange ratio. In connection with the deliberation by the MGIC board of directors,
Goldman Sachs made a presentation to the board regarding the fairness of the exchange ratio and rendered to the

board its oral opinion (subsequently confirmed in writing), as described under ~ Opinion of MGIC s Financial Advisor,
that, as of February 5, 2007, and subject to the factors and assumptions set forth in its written opinion, the exchange

ratio in the merger was fair from a financial point of view to MGIC.

Following these discussions, and continued deliberations among the members of the MGIC board of directors,

including consideration of the factors described under =~ MGIC s Reasons for the Merger; Recommendation of MGIC s
Board of Directors, the MGIC board of directors unanimously determined that the transactions contemplated by the
merger agreement and the related transactions and agreements are advisable and in the best interests of MGIC and its
stockholders, and the directors voted unanimously to approve the merger agreement and to approve the related
transactions and agreements.

Early on the morning of February 6, 2007, the parties executed and delivered the merger agreement. Also at that time,
MGIC entered into contingent employment agreements with Messrs. Ibrahim and Casale and Ms. Bryce. The merger
was announced on the morning of February 6, 2007 in a press release issued jointly by MGIC and Radian.

MGIC s Reasons for the Merger; Recommendation of MGIC s Board of Directors

In reaching its decision to adopt the merger agreement and recommend adoption of the merger agreement to the

MGIC stockholders, the MGIC board of directors consulted with MGIC s management, as well as with its outside legal
and financial advisors, and considered a number of factors, including:
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Its knowledge of MGIC s business, operations, financial condition, earnings and prospects and the results of
MGIC s due diligence review of Radian;

The potential cost saving opportunities, and the related potential impact on the combined company s earnings;
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The views of Mr. Culver that the merger would strengthen the combined company, including its efforts to
expand internationally, and energize MGIC s personnel;

The financial analyses and presentation of Goldman Sachs, and its opinion that, as of the date of the opinion

and based upon and subject to the factors and assumptions set forth in its opinion, the exchange ratio pursuant

to the merger agreement was fair from a financial point of view to MGIC (see ~ Opinion of MGIC s Financial
Advisor );

The fact that the exchange ratio represented an at-market transaction based on the ratio of the closing market
price of Radian common stock on February 2, 2006 to the closing market price of MGIC common stock on
February 2, 2006, and that the exchange ratio is fixed;

The terms and conditions of the merger agreement, and the likelihood that the merger would be completed in a
timely manner and that the management team of the combined company would be able to successfully
integrate and operate the businesses of the combined company after the merger;

The governance arrangements with respect to the combined company post-merger, including Mr. Culver
serving as Chairman of the Board and Chief Executive Officer of the combined company and Mr. Ibrahim s
succession to those positions, and the proposed composition of the board of directors and the committees of the
board of directors as specified in the merger agreement; and

The regulatory and other approvals required in connection with the merger, and the likelihood regulatory
approvals will be received in a timely manner and without unacceptable conditions.

MGIC s board also considered the potential risks outlined below, but concluded that the anticipated benefits of
combining with Radian were likely to outweigh substantially these risks. The risks included:

The risks of the type and nature described under the sections entitled Risk Factors and Cautionary Statement
Regarding Forward-Looking Statements and in the filings of each company incorporated in this document by
reference;

The possibility that the merger and the related integration process could result in the loss of key employees, in
the disruption of MGIC s ongoing business and in reduced business from key customers, which may want to

maintain diversification of their mortgage insurance providers;

The possibility of encountering difficulties in achieving cost savings in the amounts estimated in the financial
analysis or in the timeframe contemplated therein;

The potential for a negative impact on the market price of MGIC s stock;

The substantial merger-related restructuring charges and costs; and

The possibility that the merger might not receive the necessary regulatory approvals and clearances to complete
the merger or that governmental authorities could attempt to condition their approval of the merger on the

companies compliance with burdensome conditions.

In view of the wide variety of factors considered in connection with its evaluation of the merger and the complexity of
these matters, the MGIC board of directors did not attempt to quantify or assign any relative or specific weights to the
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various factors that it considered in reaching its determination to approve the merger and the merger agreement and
recommend that MGIC stockholders vote FOR the adoption of the merger agreement. In addition, individual
members of the MGIC board of directors may have given differing weights to different factors. The MGIC board of
directors conducted an overall analysis of the factors described above, including thorough discussions with, and
questioning of, MGIC s management and outside legal and financial advisors. The MGIC board of directors also
considered the advice of Goldman Sachs, its financial advisor, as well as Goldman Sachs analyses of the financial
terms of the merger and relied on its opinion as to the fairness, from a financial point of view, of the exchange ratio in
the merger to MGIC.

It should be noted that a portion of this explanation of the MGIC board s reasoning and all other information presented
in this section is forward-looking in nature and, therefore, should be read in light of the factors discussed under the

heading entitled Cautionary Statement Regarding Forward-Looking Statements.
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Stockholder Vote Required

The affirmative vote of a majority of the outstanding shares of MGIC common stock is required to adopt the merger
agreement. Abstentions and broker non-votes, as well as failing to vote by not returning your proxy card, because they
are not affirmative votes, will have the same effect as a vote against this proposal.

Recommendation

THE MGIC BOARD OF DIRECTORS UNANIMOUSLY DETERMINED THAT THE MERGER, THE
MERGER AGREEMENT AND THE TRANSACTIONS CONTEMPLATED BY THE MERGER
AGREEMENT ARE IN THE BEST INTERESTS OF MGIC AND ITS STOCKHOLDERS AND
UNANIMOUSLY APPROVED THE MERGER AGREEMENT. THE MGIC BOARD OF DIRECTORS
UNANIMOUSLY RECOMMENDS THAT MGIC STOCKHOLDERS VOTE FOR THE ADOPTION OF
THE MERGER AGREEMENT. PROXIES WILL BE VOTED FOR ADOPTION UNLESS A
STOCKHOLDER GIVES OTHER INSTRUCTIONS ON THE PROXY CARD.

Radian s Reasons for the Merger; Recommendation of Radian s Board of Directors

In reaching its decision to adopt the merger agreement and recommend adoption of the merger agreement to the
Radian stockholders, the Radian board of directors consulted with Radian s management, as well as with its outside
legal and financial advisors, and considered a number of factors, including:

Its knowledge of Radian s business, operations, financial condition, earnings and prospects;

Its knowledge of MGIC s business, operations, financial condition, earnings and prospects, taking into account
its general familiarity with MGIC and the results of Radian s due diligence review of MGIC, including Radian s
view that MGIC s operating and technology systems offered a strong, scalable platform for the combined
company s operations;

Its belief that the two companies combined would have superior future earnings and growth prospects
compared to Radian s prospects on a stand-alone basis, including as a result of significant operating
efficiencies, a complementary mix of revenues and an attractive risk profile;

The financial analyses and presentation of Lehman Brothers, and its opinion, dated February 6, 2007, to the
effect that, as of that date and based upon and subject to the assumptions, qualifications and limitations set
forth in its opinion, the exchange ratio pursuant to the merger agreement was fair, from a financial point of
view, to Radian s stockholders (see Opinion of Radian s Financial Advisor );

The fact that the exchange ratio represented an at-market transaction based on the ratio of the closing market
price of Radian common stock on February 2, 2006 to the closing market price of MGIC common stock on
February 2, 2006, and that the exchange ratio is fixed;

The terms and conditions of the merger agreement, and the likelihood that the merger would be completed in a
timely manner and that the management team of the combined company would be able to successfully

integrate and operate the businesses of the combined company after the merger;

The governance arrangements with respect to the combined company post-merger, including the fact that
Mr. Ibrahim will serve as President and Chief Operating Officer of the combined company and will succeed
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Mr. Culver as Chairman of the Board and Chief Executive Officer of the combined company, and the proposed
composition of the board of directors and the committees of the board of directors; and

The regulatory and other approvals required in connection with the merger, and the likelihood regulatory
approvals will be received in a timely manner and without unacceptable conditions.
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Radian s board also considered the potential risks outlined below, but concluded that the anticipated benefits of
combining with MGIC were likely to outweigh substantially these risks. The risks included:

The risks of the type and nature described under the sections entitled Risk Factors and Cautionary Statement
Regarding Forward-Looking Statements and in the filings of each company incorporated in this document by
reference;

The possibility that the merger and the related integration process could result in the loss of key employees, in
the disruption of Radian s ongoing business and in reduced business from key customers;

The possibility of encountering difficulties in achieving cost savings in the amounts currently estimated or in
the timeframe currently contemplated;

Substantial merger-related restructuring charges;

The potential risk of diverting management focus and resources from other strategic opportunities and from
operational matters while working to implement the merger; and

The possibility that the merger might not receive the necessary regulatory approvals and clearances to complete
the merger or that governmental authorities could attempt to condition their approval of the merger on the
companies compliance with burdensome conditions.

In view of the wide variety of factors considered in connection with its evaluation of the merger and the complexity of
these matters, the Radian board of directors did not attempt to quantify or assign any relative or specific weights to the
various factors that it considered in reaching its determination to approve the merger and the merger agreement and
recommend that Radian stockholders vote  FOR the adoption of the merger agreement. In addition, individual
members of the Radian board of directors may have given differing weights to different factors. The Radian board of
directors conducted an overall analysis of the factors described above, including thorough discussions with, and
questioning of, Radian s management and outside legal and financial advisors. The Radian board of directors also
considered the advice of Lehman Brothers, its financial advisor, as well as Lehman s analyses of the financial terms of
the merger and relied on its opinion as to the fairness, from a financial point of view, of the exchange ratio in the
merger to Radian s stockholders.

It should be noted that this explanation of the Radian board s reasoning and all other information presented in this
section is forward-looking in nature and, therefore, should be read in light of the factors discussed under the heading
entitled Cautionary Statement Regarding Forward-Looking Statements.

Stockholder Vote Required

The affirmative vote of a majority of the outstanding shares of Radian s common stock is required to adopt the merger
agreement. Abstentions and broker non-votes, as well as failing to vote by not returning your proxy card, because they
are not affirmative votes, will have the same effect as a vote against this proposal.

Recommendation

FOR THE REASONS SET FORTH ABOVE, THE RADIAN BOARD OF DIRECTORS DETERMINED

THAT THE MERGER, THE MERGER AGREEMENT AND THE TRANSACTIONS CONTEMPLATED BY
THE MERGER AGREEMENT ARE ADVISABLE AND IN THE BEST INTEREST OF RADIAN AND ITS
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STOCKHOLDERS, AND UNANIMOUSLY APPROVED AND ADOPTED THE MERGER AGREEMENT.
THE RADIAN BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT THE RADIAN
STOCKHOLDERS VOTE FOR THE ADOPTION OF THE MERGER AGREEMENT. PROXIES WILL BE
VOTED FOR ADOPTION UNLESS A STOCKHOLDER GIVES OTHER INSTRUCTIONS ON THE
PROXY CARD.

Opinions of Financial Advisors

MGIC engaged Goldman Sachs as its financial advisor and Radian engaged Lehman as its financial advisor in
connection with the merger based on their experience and expertise. Goldman Sachs and Lehman
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are internationally recognized investment banking firms that have substantial experience in transactions similar to the
merger.

Opinion of MGIC s Financial Advisor

Goldman Sachs delivered its oral opinion (subsequently confirmed in writing) to MGIC s board of directors that, based
upon and subject to the factors and assumptions set forth in the written opinion, the exchange ratio (the Exchange
Ratio ) of 0.9658 shares of MGIC common stock to be issued in exchange for each share of Radian common stock
pursuant to the merger agreement was fair from a financial point of view to MGIC.

The full text of the written opinion of Goldman Sachs, dated February 6, 2007, which sets forth assumptions made,
procedures followed, matters considered and limitations on the review undertaken in connection with the opinion, is
attached as Annex B. Goldman Sachs provided its opinion for the information and assistance of MGIC s board of
directors in connection with its consideration of the merger. The Goldman Sachs opinion is not a recommendation as
to how any holder of MGIC common stock should vote with respect to the merger.

In connection with rendering the opinion described above and performing its related financial analyses, Goldman
Sachs reviewed, among other things:

The merger agreement;

Annual reports to stockholders and Annual Reports on Form 10-K of MGIC and Radian for the five years
ended December 31, 2005;

Certain interim reports to stockholders and Quarterly Reports on Form 10-Q of MGIC and Radian;
Certain other communications from MGIC and Radian to their respective stockholders;

Certain internal financial analyses and forecasts for Radian prepared by its management;

Certain internal financial analyses and forecasts for MGIC prepared by its management;

Certain publicly available research analyst reports with respect to the future financial performance of MGIC
and Radian, which Goldman Sachs discussed with the senior managements of MGIC and Radian and which
MGIC instructed Goldman Sachs to use for purposes of its opinion (the Forecasts ); and

Certain cost savings and operating synergies (the Synergies ) projected by the managements of MGIC and
Radian to result from the merger.

Goldman Sachs also held discussions with members of the senior managements of MGIC and Radian regarding their
assessment of the strategic rationale for, and the potential benefits of, the merger and the past and current business
operations, financial condition and future prospects of MGIC and Radian. In addition, Goldman Sachs reviewed the
reported price and trading activity for the shares of the MGIC common stock and the shares of Radian common stock,
compared certain financial and stock market information for Radian and MGIC with similar information for certain
other companies the securities of which are publicly traded, reviewed the financial terms of certain recent business
combinations in the financial institutions industry specifically and in other industries generally and performed such
other studies and analyses, and considered such other factors, as it considered appropriate.
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Goldman Sachs relied upon the accuracy and completeness of all the financial, legal, accounting, tax and other
information discussed with or reviewed by it and assumed such accuracy and completeness for purposes of rendering
the opinion described above. In that regard, Goldman Sachs has assumed with MGIC s consent that the Synergies have
been reasonably prepared on a basis reflecting the best currently available estimates and judgments of the

managements of MGIC and Radian and that the Synergies will be realized. Based on Goldman Sachs discussions with
MGIC and at MGIC s direction, it assumed that the Forecasts were a reasonable basis upon which to evaluate the
future performance of MGIC and Radian, and at MGIC s direction it used the Forecasts for purposes of its analyses
and its opinion. Goldman Sachs also assumed that
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all governmental, regulatory or other consents and approvals necessary for the completion of the merger will be
obtained without any adverse effect on MGIC or Radian or on the expected benefits of the merger in any way
meaningful to its analysis.

Goldman Sachs has not made an independent evaluation or appraisal of the assets and liabilities (including any
contingent, derivative or off-balance-sheet assets and liabilities) of MGIC or Radian or any of their respective
subsidiaries, nor was any evaluation or appraisal of the assets or liabilities of MGIC or Radian or any of their
respective subsidiaries furnished to Goldman Sachs. Goldman Sachs is not an actuary and its services did not include
any actuarial determination or evaluation by it or any attempt to evaluate actuarial assumptions and Goldman Sachs
has relied on MGIC s actuaries with respect to reserve adequacy, including the adequacy of future policy benefit
reserves. In that regard, Goldman Sachs has made no analysis of, and expressed no opinion as to, the adequacy of the
loss and loss adjustments expenses reserves, the future policy benefit reserves, the long-term business provision and
claims outstanding or the embedded value of MGIC and Radian. Goldman Sachs also assumed that to the extent
necessary Credit-Based Asset Servicing and Securitization LLC and Sherman Financial Group LLC will be
restructured to permit deconsolidation for GAAP consolidated financial statement reporting purposes.

Goldman Sachs opinion does not address the underlying business decision of MGIC to engage in the merger. In
addition, Goldman Sachs did not express any opinion as to the prices at which shares of the MGIC common stock will
trade at any time. Goldman Sachs opinion is necessarily based on economic, monetary, market and other conditions as
in effect on, and the information made available to it as of February 6, 2007. Goldman Sachs advisory services and its
opinion were provided for the information and assistance of the Board of Directors of MGIC in connection with its
consideration of the merger and Goldman Sachs opinion does not constitute a recommendation as to how any holder
of the MGIC common stock should vote with respect to the merger.

The following is a summary of the material financial analyses delivered by Goldman Sachs to the board of directors of
MGIC in connection with rendering the opinion described above. The following summary, however, does not purport
to be a complete description of the financial analyses performed by Goldman Sachs, nor does the order of analyses
described represent relative importance or weight given to those analyses by Goldman Sachs. Some of the summaries
of the financial analyses include information presented in tabular format. The tables must be read together with the
full text of each summary and are alone not a complete description of Goldman Sachs financial analyses. Except as
otherwise noted, the following quantitative information, to the extent that it is based on market data, is based on
market data as it existed on or before February 6, 2007 and is not necessarily indicative of current market conditions.

Historical Stock Trading Analysis. Goldman Sachs reviewed and compared the stock price performance of the MGIC
common stock and Radian common stock with that of the common stock of PMI Group, Inc. ( PMI ) and Triad
Guaranty Inc. ( Triad Guaranty ) for the five-year, three-year and one-year periods ended February 2, 2007. The results
of the analysis are as follows:

Stock Price Performance

1-year 3-year S-year
MGIC 2.1)% (7.4)% (5.5)%
Radian 9.5 33.0% 33.8%
PMI 14.5 27.0% 37.2%
Triad Guaranty 20.2 3.H% 31.0%
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Historical Exchange Ratio Analysis. Goldman Sachs calculated the implied historical exchange ratios by dividing the
closing price per share of Radian by the closing price per share of the MGIC common stock for the 5-day, 10-day,
15-day, 1-month, 6-month, 1-year, 3-year and the 5-year periods, in each case ended February 2, 2007. Goldman
Sachs also calculated the average of these exchange ratios for the year 2006 and for the period beginning January 1,
2006 and up to February 2, 2007. In addition, Goldman Sachs reviewed the high and low implied historical exchange
ratios for the 5-year period up to February 2, 2007. The following table presents the results of the analysis:

Implied Historical
Exchange Ratio

February 2, 2007 0.9658x
5 day average 0.9714x
10 day average 0.9678x
15 day average 0.9491x
1 month average 0.9253x
6 month average 0.9694x
1 year average 0.9409x
3 year average 0.8095x
5 year average 0.8090x
2006 average 0.9354x
January 1, 2006 to February 2, 2007 0.9346x
High 1.1354x
Low 0.6104x

Selected Companies Analysis. Goldman Sachs reviewed and compared certain financial information for MGIC and
Radian to corresponding financial information, ratios and public market multiples for the following selected publicly
traded companies in the mortgage insurance, bond insurance, residential mortgage and credit card industries.
Selected Mortgage Insurance Companies

PMI Group, Inc.

Triad Guaranty Inc.
Selected Bond Insurance Companies

MBIA Inc.

Ambac Financial Group Inc.

Assured Guaranty Ltd.

Security Capital Assurance Ltd.

Selected Residential Mortgage C-Corporations

Countrywide Credit Industries, Inc.
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IndyMac Bancorp Inc.

PHH Corporation

Fremont General Corporation
Accredited Home Lenders Holding Co.
Delta Financial Corporation
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Selected Credit Card Companies

Compucredit Corporation

Advanta Corporation
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Although none of the selected companies is directly comparable to MGIC or Radian, the companies included were
chosen because they are publicly traded companies with operations that for purposes of analysis may be considered
similar to certain operations of MGIC and Radian. The multiples and ratios of MGIC, Radian and each of the selected
companies were calculated based on the closing prices of the MGIC common stock, Radian common stock and the
common stock of each of the selected companies on February 2, 2007, financial data as of September 30, 2006,
information it obtained from SEC filings and median estimates from the Institutional Brokers Estimate System
(IBES). IBES is a data service that monitors and publishes compilations of earnings estimates by selected research
analysts regarding companies of interest to institutional investors.

With respect to MGIC, Radian and the selected companies, Goldman Sachs calculated the estimated year 2007, or
2007E, and estimated year 2008, or 2008E, price/earnings ratios. Goldman Sachs also considered the five-year
long-term growth rate, or LTGR, and calculated the 2007E price/earnings ratio to the five-year LTGR, the price to
book value (excluding accumulated other comprehensive income, or AOCI) ratio and the adjusted debt to total
capitalization ratio for MGIC, Radian and each of the selected companies. The results of these analyses are

summarized as follows:

Selected Mortgage

Insurance Companies

Range Median
9.1x-9.6x 9.1x
8.2x-8.7x 8.4x

10.0%-12.0% 10.0%
0.8x-0.9x 0.9x
1.28x-1.37x 1.32x
5.9%-15.9% 14.3%

Selected Bond

Insurance Companies

Range Median
10.2x-11.7x 11.1x
9.4x-10.5x 10.1x
11.5%-13.5% 12.3%
0.8x-1.0x 0.9x
1.14x-1.63x 1.44x
1.9%-17.0% 13.0%

Selected Residential
Mortgage
C-Corporations

Range Median
6.9x-8.6x 7.9x
4.2x-7.9x 7.2x
10.0%-14.0% 13.0%
0.6x-0.7x 0.7x
0.74x-1.83x 1.66x
NM NM

Selected Credit

Card Companies

Range Median
8.2x14.6x 11.4x
7.3x-11.4x 9.4x
15.0%-16.5% 15.7%
0.5x-1.0x 0.7x
1.97x-2.73x 2.35x
NM NM

Discounted Cash Flow Analysis. Goldman Sachs performed discounted cash flow analyses to generate reference

ranges for the implied value per share of MGIC common stock and Radian common stock.
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With respect to MGIC common stock, Goldman Sachs calculated the implied total present value of the earnings from
MGIC s subsidiaries for the years 2007 through 2011 and the present value of all the dividends of MGIC common
stock for the years 2007 through 2011. Goldman Sachs also calculated the implied present value of the terminal value
of MGIC common stock as of the end of the year 2011 by applying a range of terminal year earnings per share (or
EPS) multiples of 8.0x to 10.0x to year 2012E EPS, which is based on IBES estimates. In performing this calculation,
Goldman Sachs assumed a target risk-to-capital ratio of 11.0x and an EPS growth rate of 8%. Goldman Sachs then
calculated the implied value per share of MGIC common stock by adding the implied total present value of the
earnings from MGIC s subsidiaries for the years 2007 through 2011 and the implied total present value of all dividends
of the MGIC common stock for the years 2007 through 2011 to the implied present value of the terminal value of
MGIC common stock as of the end of the year 2011. Present values were calculated using discount rates ranging from
8.0% to 12.0%. The following table presents the results of this analysis:

Implied Value per Share
MGIC $ 63.89 - $88.99

Goldman Sachs also generated reference ranges for the implied value per share of MGIC common stock by
calculating the implied present value of the terminal value at the end of 2011 based on EPS growth rates ranging from
6.0% to 10.0% and terminal year EPS multiples ranging from 8.0x to 10.0x applied to year 2012E EPS. Goldman
Sachs assumed a target risk-to-capital ratio of 11.0x for the mortgage business in this calculation. Goldman Sachs then
added this value to the implied total present value of earnings from MGIC s
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subsidiaries for years 2007 through 2011 and the implied total present value of all the dividends of MGIC common
stock for years 2007 through 2011. Present values were calculated based on a discount rate of 8%. The following table
presents the results of this analysis:

Implied Value per Share
MGIC $ 65.37 - $86.89

With respect to Radian common stock, Goldman Sachs calculated the implied total present value of the earnings from
Radian s subsidiaries for the years 2007 through 2011 and the implied total value of all dividends of Radian for the
years 2007 through 2011. Goldman Sachs also calculated the implied present value of the terminal value of Radian
common stock as of the end of 2011, by applying a range of terminal year EPS multiples of 8.0x to 10.0x to year
2012E EPS, which is based on IBES estimates. In performing this calculation, Goldman Sachs assumed a target
risk-to-capital ratio of 11.0x for the mortgage insurance business, a net debt service outstanding to capital ratio of
90.0x for the financial guaranty business and an EPS growth rate of 8%. Goldman Sachs then calculated the implied
value per share of Radian common stock by adding the implied total present value of the earnings from Radian s
subsidiaries for the years 2007 through 2011 and the implied total present value of all the dividends of Radian
common stock for the years 2007 through 2011 to the implied present value of the terminal value of Radian common
stock as of the end of 2011. Present values were calculated using discount rates ranging from 8.0% to 12.0%. The
following table presents the results of this analysis:

Implied Value per Share
Radian $59.33 - $83.19

Goldman Sachs also generated reference ranges for the implied value per share of Radian common stock by

calculating the implied present value of the terminal value at the end of 2011 based on EPS growth rates ranging from
6.0% to 10.0% and terminal year EPS multiples ranging from 8.0x to 10.0x applied to year 2012E EPS. Goldman

Sachs assumed a target risk-to-capital ratio of 11.0x for the mortgage insurance business and a net debt service
outstanding to capital ratio of 90.0x for the financial guaranty business in this calculation. Goldman Sachs then added
this value to the implied total present value of earnings from Radian s subsidiaries for years 2007 through 2011 and the
implied total present value of all the dividends of Radian common stock for years 2007 through 2011. Present values
were calculated based on a discount rate of 8%. The following table presents the results of this analysis:

Implied Value per Share

Radian $ 60.76 - $81.17

Selected Transactions Analysis. Goldman Sachs analyzed certain information relating to the following selected
transactions involving financial institutions in the United States since 1998:

Insurance Transactions

St. Paul Travelers Companies Inc. s acquisition of Travelers Property Casualty Corporation, announced in
November 2003.
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Lincoln National Corporation s acquisition of Jefferson-Pilot Corporation, announced in October 2005.

Bank Transactions
NationsBank Corporation s acquisition of BankAmerica Corporation, announced in April 1998.
Banc One Corporation s acquisition of First Chicago NBD Corporation, announced in April 1998.
Norwest Corporation s acquisition of Wells Fargo & Co., announced in June 1998.
Travelers Group s acquisition of Citicorp, announced in April 1998.
Fleet Financial Corporation s acquisition of Bank of Boston, announced in March 1999.
Chase Manhattan Corporation s acquisition of JP Morgan & Co. Inc., announced in September 2000.
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Firstar Corporation s acquisition of U.S. Bancorp, announced in October 2000.

First Union Corporation s acquisition of Wachovia Corporation, announced in April 2001.

JP Morgan Chase & Co. s acquisition of Bank One, announced in January 2004.

Regions Financial Corporation s acquisition of Union Planters Corporation, announced in January 2004.

Regions Financial Corporation s acquisition of AmSouth Bancorporation, announced in May 2006.

Bank of New York s acquisition of Mellon Financial Corporation, announced in December 2006.
For each of the selected transactions, Goldman Sachs reviewed the reaction of the acquirer s stock price to the
transaction in absolute terms. Goldman Sachs also calculated and compared these stock price reactions against the

Standard & Poor s, or S&P, Bank Index and the S&P Insurance Index for the bank transactions and insurance
transactions respectively for the 1-day, 1-week, 1-month and 6-month periods. The results of this analysis are set forth

below:
1-Day 1-Week 1-Month 6-Mo
S&P Absolute S&P Absolute S&P Absolute S&P
nsactions
(5.9%-1.1% (6.8)%-0.1% (5.8)%-(1.1)% (5.4)%-(1.8)% (8.3)%-(1.9)% 0.5%-3.8% (3.8)%-8.0%
2.4)% 3.4)% (3.5)% (3.6)% B.1D)% 2.1% 2.1%
fions
(12.4)%-11.0% (13.5)%-12.0% (14.2)%-8.9% (25.0)%-10.3% (13.0)%-8.0% (24.8)%-11.9% (46.5)%-5.6%
(3.5)% (2.3)% (4.2)% 2.4)% (6.2)% 2.9% 2.7%
1 (3.5)% (2.3)% (4.2)% 2.4)% (6.2)% 2.9% 2.7%

Pro Forma Merger Analysis. Goldman Sachs prepared illustrative pro forma analyses of the potential financial
impact of the merger on estimated EPS for MGIC based on earning projections from IBES estimates and market data
as of February 2, 2007. The effect on EPS was calculated using various assumptions, including the following:

(a) The consideration is 100% MGIC common stock.

(b) The transaction closing date is on October 1, 2007.

(c) The marginal tax rate is 35%.

(d) Pre-tax cost savings of $128 million, 75% phased-in during 2008 and fully phased-in thereafter, and a restructuring
charge of 150% of fully phased-in after-tax cost savings.

(e) New insurance written losses by the pro forma combined company amount to $12 billion in each of year 2008E
and estimated year 2009, or 2009E, following the merger, based on industry projections made by the Mortgage

Bankers Association of America. Such losses are assumed to occur evenly in the first year.

(f) 9% of mortgage industry originations in 2008E and thereafter will be covered by private mortgage insurance.
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expenses constitute 53.0% of the net premiums earned.

(h) Partial divestiture of stakes in Credit-Based Asset Servicing and Securitization LLC and Sherman Financial Group
LLC with total after-tax proceeds of $750 million, which will be used to repurchase shares in 2008E.

(i) Capital management at closing consists of an accelerated share repurchase of approximately $1 billion at the
closing.
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(j) Identifiable intangibles amounting to $250 million and amortized over seven years on an accelerated basis.
(k) Radian s options are rolled over into MGIC s options programs at an exchange ratio of 0.9658x.

For each of the years 2008 and 2009, Goldman Sachs compared, on both a GAAP basis and a cash basis, the estimated
EPS of the MGIC common stock on a standalone basis, to the estimated EPS of the combined company common
stock, using the foregoing assumptions. The following table sets forth the results of this analysis:

GAAP Basis Cash Basis
Accretion/(Dilution) Accretion/(Dilution)

2008E 2.8% 6.7%
2009E 6.3% 9.5%

In addition, based on the current annual dividend paid on the MGIC common stock of $1.00 per share, Radian
stockholders would receive $0.97 in dividends on a pro forma annual per share basis.

Contribution Analysis. Goldman Sachs reviewed certain historical and estimated future operating and financial
information including, among other things, market capitalization, net premiums written in 2006, total revenue in 2006,
GAAP earnings (consisting of 2006 actual, or 2006A, earnings, 2006A adjusted earnings, 2007E earnings and 2008E
earnings), book value as of December 31, 2006 (consisting of stated and tangible book value, both excluding AOCI),
assets and operating metrics of the mortgage insurance business (consisting of insurance in force and direct primary
risk in force) for MGIC, Radian and the combined entity resulting from the merger, in order to compare the relative
contributions made by MGIC and Radian to the combined company. The information used by Goldman Sachs in its
analysis was based on publicly available financial statements and the National Mortgage News. This analysis does not
incorporate pro forma adjustments. The following table presents the results of this analysis:

MGIC s Radian s
Contribution to Contribution to
Combined Combined
Company Company
Market Capitalization 51.7% 48.3%
Net Premiums Written in 2006 52.3% 47.7%
Total Revenue 2006 52.5% 47.5%
GAAP Earnings
2006A 49.2% 50.8%
2006A Adjusted 51.0% 49.0%
2007E 52.0% 48.0%
2008E 50.5% 49.5%
Book Value (as of December 31, 2006)
Stated (excluding AOCI) 50.0% 50.0%
Tangible (excluding AOCI) 50.0% 50.0%
Assets 46.1% 53.9%
Operating Metrics of Mortgage Insurance Business
Insurance in Force 60.5% 39.5%
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Direct Primary Risk in Force 57.6% 42.4%

The preparation of a fairness opinion is a complex process and is not necessarily susceptible to partial analysis or
summary description. Selecting portions of the analyses or of the summary set forth above, without considering the
analyses as a whole, could create an incomplete view of the processes underlying Goldman Sachs opinion. In arriving
at its fairness determination, Goldman Sachs considered the results of all of its analyses and did not attribute any
particular weight to any factor or analysis considered by it. Rather, Goldman Sachs made its determination as to
fairness on the basis of its experience and professional judgment
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after considering the results of all of its analyses. No company or transaction used in the above analyses as a
comparison is directly comparable to MGIC or Radian or the contemplated transaction.

Goldman Sachs prepared these analyses for purposes of Goldman Sachs providing its opinion to MGIC s board of
directors as to the fairness from a financial point of view of the Exchange Ratio pursuant to the merger agreement.
These analyses do not purport to be appraisals nor do they necessarily reflect the prices at which businesses or
securities actually may be sold. Analyses based upon forecasts of future results are not necessarily indicative of actual
future results, which may be significantly more or less favorable than suggested by these analyses. Because these
analyses are inherently subject to uncertainty, being based upon numerous factors or events beyond the control of the
parties or their respective advisors, none of MGIC, Radian, Goldman Sachs or any other person assumes responsibility
if future results are materially different from those forecast.

The Exchange Ratio was determined through arms -length negotiations between MGIC and Radian and was approved
by MGIC s board of directors. Goldman Sachs did not recommend any specific exchange ratio to MGIC or its board of
directors or advise that any specific exchange ratio constituted the only appropriate exchange ratio for the merger.

As described above, Goldman Sachs opinion to MGIC s board of directors was one of many factors taken into
consideration by MGIC s board of directors in making its determination to approve the merger agreement. The
foregoing summary does not purport to be a complete description of the analyses performed by Goldman Sachs in
connection with the fairness opinion and is qualified in its entirety by reference to the written opinion of Goldman
Sachs attached as Annex B.

Goldman Sachs and its affiliates, as part of its investment banking business, is continually engaged in performing
financial analyses with respect to businesses and their securities in connection with mergers and acquisitions,
negotiated underwritings, competitive biddings, secondary distributions of listed and unlisted securities, private
placements and other transactions as well as for estate, corporate and other purposes. Goldman Sachs has acted as
financial advisor to MGIC in connection with, and has participated in certain of the negotiations leading to, the
transaction contemplated by the agreement. In addition, Goldman Sachs has provided certain investment banking
services to Radian from time to time, including having acted as a co-manager for the 2005 offering of $250 million
aggregate principal amount of Radian 5.375% Senior Notes. We also may provide investment banking services to
MGIC and Radian in the future. In connection with the above-described investment banking services, Goldman Sachs
has received compensation, and Goldman Sachs may receive compensation in the future.

Goldman Sachs is a full service securities firm engaged, either directly or through its affiliates, in securities trading,
investment management, financial planning and benefits counseling, risk management, hedging, financing and
brokerage activities for both companies and individuals. In the ordinary course of these activities, Goldman, Sachs &
Co. and its affiliates may provide such services to MGIC, Radian and their respective affiliates, may actively trade the
debt and equity securities (or related derivative securities) of MGIC and Radian for their own account and for the
accounts of their customers and may at any time hold long and short positions of such securities.

The board of directors of MGIC selected Goldman Sachs as its financial advisor because it is an internationally
recognized investment banking firm that has substantial experience in transactions similar to the merger. Pursuant to a
letter agreement, dated January 12, 2007, MGIC engaged Goldman Sachs to act as its financial advisor in connection
with the contemplated transaction. Pursuant to this engagement letter, MGIC has agreed to pay Goldman Sachs a
transaction fee of $30 million upon completion of the transaction. MGIC has further agreed that if the transaction is
not completed and Radian pays MGIC a termination fee, then MGIC will pay Goldman Sachs a transaction fee equal
to 5% of the termination fee. See The Merger Agreement Termination Termination Fee. In addition, MGIC has
agreed to reimburse Goldman Sachs for its expenses, including attorney s fees and disbursements, plus any sales, use
or similar taxes, and to indemnify Goldman Sachs and related persons against various liabilities, including certain
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Opinion of Radian s Financial Advisor

In January 2007, Radian engaged Lehman Brothers to act as its financial advisor with respect to the proposed merger
with MGIC. On February 5, 2007, Lehman Brothers rendered its oral opinion to Radian s board of directors that as of
such date and, based upon and subject to the matters stated in its opinion, from a financial point of view, the exchange
ratio in the merger agreement was fair to Radian s stockholders. Lehman Brothers subsequently confirmed the oral
opinion by delivery of its written opinion dated February 6, 2007.

The full text of Lehman Brothers written opinion, dated February 6, 2007 is attached as Annex C to this Joint
Proxy Statement. Stockholders are encouraged to read Lehman Brothers opinion carefully in its entirety for a
description of the assumptions made, procedures followed, factors considered and limitations upon the review
undertaken by Lehman Brothers in rendering its opinion. The following is a summary of Lehman Brothers
opinion and the methodology that Lehman Brothers used to render its opinion. This summary is qualified in its
entirety by reference to the full text of the opinion.

Lehman Brothers advisory services and opinion were provided for the information and assistance of Radian s board of
directors in connection with its consideration of the merger. Lehman Brothers opinion is not intended to be and does
not constitute a recommendation to any stockholder of Radian as to how such stockholder should vote in connection
with the merger. Lehman Brothers was not requested to opine as to, and Lehman Brothers opinion does not address,
Radian s underlying business decision to proceed with or effect the merger.

In arriving at its opinion, Lehman Brothers reviewed and analyzed, among other things:
the merger agreement and the specific terms of the proposed transaction;

publicly available information concerning Radian that Lehman Brothers believed to be relevant to its analysis,
including Radian s Annual Report on Form 10-K for the fiscal year ended December 31, 2005, Quarterly
Reports on Form 10-Q for the quarters ended March 31, 2006, June 30, 2006 and September 30, 2006, and
earnings release on Form 8-K including financial results for the quarter and year ended December 31, 2006;

publicly available information concerning MGIC that Lehman Brothers believed to be relevant to its analysis,
including MGIC s Annual Report on Form 10-K for the fiscal year ended December 31, 2005, Quarterly
Reports on Form 10-Q for the quarters ended March 31, 2006, June 30, 2006 and September 30, 2006, and
earnings release on Form 8-K including financial results for the quarter and year ended December 31, 2006;

financial and operating information with respect to the businesses, operations and prospects of Radian
furnished to Lehman Brothers by management of Radian, including (i) financial projections of Radian prepared
by its management and (ii) the amounts and timing of the cost savings and other related synergies expected by
Radian s management to result from a combination of the businesses of Radian and MGIC (the Expected
Synergies );

financial and operating information with respect to the businesses, operations and prospects of MGIC furnished
to Lehman Brothers by the management of MGIC, including financial projections of MGIC prepared by
management of MGIC;

published estimates of independent research analysts with respect to the future financial performance of each of
Radian (the Radian Research Estimates ) and MGIC (the MGIC Research Estimates );
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the trading histories of Radian Common Stock and MGIC Common Stock from February 2, 2006 to
February 2, 2007 and a comparison of those trading histories with each other and with those of other
companies that Lehman Brothers deemed relevant;

a comparison of the historical financial results and present financial condition of Radian and MGIC with each
other and with those of other companies that Lehman Brothers deemed relevant;
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the relative contributions of Radian and MGIC to the current and future financial performance of the combined
company on a pro forma basis, including the potential restructuring of Radian s and MGIC s ownership interests
in Credit-Based Asset Servicing and Securitization LLC ( C-BASS ) and Sherman Financial Group LLC.

( Sherman ); and

the potential pro forma impact of the Proposed Transaction on the current financial condition and the future
financial performance of Radian, including the effect of the Expected Synergies and the impact of potential
customer attrition.

In addition, Lehman Brothers had discussions with the managements of Radian and MGIC concerning their respective
businesses, operations, assets, liabilities, financial condition and prospects and undertook such other studies, analyses
and investigations as Lehman Brothers deemed appropriate.

In arriving at its opinion, Lehman Brothers assumed and relied upon the accuracy and completeness of the financial
and other information used by Lehman Brothers without assuming any responsibility for independent verification of
such information and further relied upon the assurances of the managements of Radian and MGIC that they were not
aware of any facts or circumstances that would make such information inaccurate or misleading. With respect to the
financial projections of Radian, upon advice of Radian, Lehman Brothers assumed that such projections were
reasonably prepared on a basis reflecting the best currently available estimates and judgments of the management of
Radian as to the future financial performance of Radian. However, for the purpose of its analysis, Lehman Brothers
also considered the Radian Research Estimates and upon the advice of Radian, Lehman Brothers assumed that such
estimates were a reasonable basis upon which to evaluate the future financial performance of Radian and also relied
on such estimates in rendering its opinion. With respect to the financial projections of MGIC, upon advice of Radian
and MGIC, Lehman Brothers assumed that such projections were reasonably prepared on a basis reflecting the best
currently available estimates and judgments of the management of MGIC as to the future financial performance of
MGIC. However, for the purpose of its analysis, Lehman Brothers also considered the MGIC Research Estimates and
upon the advice of Radian and MGIC, Lehman Brothers assumed that such estimates were a reasonable basis upon
which to evaluate the future financial performance of MGIC and also relied on such estimates in rendering its opinion.
In addition, upon the advice of Radian, Lehman Brothers assumed that the amounts and timing of the Expected
Synergies were reasonable and that the Expected Synergies would be realized substantially in accordance with such
estimates. Upon advice of Radian and its legal and accounting advisors, Lehman Brothers assumed that the merger
would qualify as a reorganization within the meaning of Section 368(a) of the Internal Revenue Code of 1986, as
amended, and therefore as a tax-free transaction to the stockholders of Radian. In arriving at its opinion, Lehman
Brothers did not conduct a physical inspection of the properties and facilities of Radian or MGIC and did not make or
obtain any evaluations or appraisals of the respective assets or liabilities of Radian or MGIC. Lehman Brothers is not
an actuarial firm and its services did not include actuarial determinations or evaluations or an attempt to evaluate
actuarial assumptions. Lehman Brothers made no analyses of, and expressed no opinion as to, the adequacy of the
reserves for losses and loss adjustment expenses of Radian or MGIC and relied upon information furnished to Lehman
Brothers by Radian and MGIC as to the adequacy of such reserves. Lehman Brothers expressed no opinion as to the
prices at which shares of (i) Radian Common Stock or MGIC Common Stock would trade at any time following the
announcement of the Proposed Transaction or (ii)) MGIC Common Stock would trade at any time following the
consummation of the Proposed Transaction. Lehman Brothers opinion necessarily was based upon market, economic
and other conditions as they existed on, and could be evaluated as of, February 5, 2007.

The following is a summary of the material financial analyses used by Lehman Brothers in connection with providing
its opinion to the Radian board of directors. The financial analyses summarized below include information
presented in tabular format. In order to fully understand the financial analyses used by Lehman Brothers, the
tables must be read together with the text of each summary. Considering any portion of such analyses and of
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view of the process underlying Lehman Brothers opinion.
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Transaction Terms

At the effective time, each share of Radian common stock, except for shares of Radian common stock owned by
Radian as treasury stock or owned, directly or indirectly, by Radian or MGIC or any of their respective wholly-owned
subsidiaries, shall be converted into the right to receive 0.9658 shares of the common stock of MGIC.

Historical Share Price Analysis

Lehman Brothers considered historical data with regard to the trading prices of Radian and MGIC common stock for
the period from February 2, 2006 to February 2, 2007 and the relative stock price performances from February 2, 2006
to February 2, 2007 of Radian, MGIC and a composite of five equities comprised of the common stocks of Old
Republic International Corporation, MGIC Investment Corporation, PMI Group, Inc., Radian Group, Inc., and Triad
Guaranty Inc. During this period the closing stock price of Radian ranged from a low of $51.66 to a high of $64.45 per
share, and the closing price of MGIC ranged from a low of $54.28 to a high of $70.87 per share. Lehman Brothers
noted Radian s common stock outperformed in the period reviewed relative to MGIC s common stock and the
composite considered. Lehman Brothers noted MGIC s common stock underperformed in the period reviewed relative
to Radian s common stock and the composite considered. The foregoing historical share price analysis was presented
to Radian s board of directors to provide it with background information and perspective with respect to the relative
historical share prices of Radian and MGIC common stock.

Historical Exchange Ratio Analysis

Lehman Brothers also compared the historical per share prices of Radian and MGIC during different periods during
the 1 year period prior to February 2, 2007 in order to determine the implied average exchange ratio that existed for
that period. The following table indicates the average exchange ratio of MGIC common stock for Radian common
stock for the periods indicated:

Time Frame Exchange Ratio
February 2, 2007 0.9658
5 Day Period 0.9714
10 Day Period 0.9632
20 Day Period 0.9324
3 Month Period 0.9028
6 Month Period 0.9668
1 Year Period 0.9396

Contribution Analysis

Lehman Brothers analyzed the respective contributions of Radian and MGIC for the following metrics:
Current market capitalization (as of February 2, 2007);
Total assets as of December 31, 2006;

Common equity as of December 31, 2006;
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Historical calendar year 2006 revenues;
Historical calendar year 2006 net premiums earned;
Historical calendar year 2006 EBIT;

46

Table of Contents 102



Edgar Filing: MGIC INVESTMENT CORP - Form S-4/A

Table of Contents

Historical calendar year 2005 and 2006 net income; and
Projected calendar year 2007 and 2008 standalone net income per I/B/E/S projections.

This analysis indicated the following relative contributions of Radian and MGIC in terms of the specified metrics:

Contribution Exchange
MGIC Radian Ratio

Market Capitalization (2/2/07) 51.4% 48.6% 0.9658
Total Assets 45.5% 54.5% 1.2232
Common Equity 51.4% 48.6% 0.9673
2006 Revenues 52.2% 47.8% 0.9360
2006 Net Premiums Earned 53.9% 46.1% 0.8740
2006 EBIT 48.9% 51.1% 1.0661
2005 Net Income 54.4% 45.6% 0.8551
2006 Net Income 49.2% 50.8% 1.0531
2007 Net Income I/B/E/S 51.6% 48.4% 0.9568
2008 Net Income I/B/E/S 51.9% 48.1% 0.9469

Sum of the Parts Analysis

Lehman Brothers performed a sum of the parts analysis of Radian by valuing each of the individual business segments
individually and deriving therefrom a range of values for Radian as a whole. The Radian business segments

considered were mortgage insurance, financial guaranty, and Radian s ownership interest in its operating subsidiaries,
C-BASS and Sherman. Using various methodologies that Lehman Brothers deemed appropriate for each business
segment analyzed, the analysis indicated a range of equity values per share of Radian common stock ranging from
$57.63 to $67.54 per share.

Lehman Brothers also performed a sum of the parts analysis of MGIC by valuing each of the individual business
segments individually and deriving therefrom a range of values for MGIC as a whole. The MGIC business segments
considered were mortgage insurance and MGIC s ownership interest in its operating subsidiaries, C-BASS and
Sherman. The analysis indicated a range of equity values per share of MGIC common stock ranging from $61.26 to
$71.57. This analysis resulted in an implied exchange ratio range of 0.9407 to 0.9437 MGIC shares for each Radian
share, as compared to a transaction exchange ratio of 0.9658 MGIC shares for each Radian share.

Discounted Cash Flow Analysis
As part of its analysis, and in order to estimate the present value of the common stock of both Radian and MGIC
assuming that each continued to operate as a standalone company, Lehman Brothers also prepared a five-year

discounted cash flow analysis for both companies on a standalone basis, calculated as of February 5, 2007.

A discounted cash flow analysis is a traditional valuation methodology used to derive a valuation of an asset by
calculating the present value of estimated future cash flows of the asset. Present value refers to the current value of
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future cash flows or amounts and is obtained by discounting those future cash flows or amounts by a discount rate that
takes into account macro-economic assumptions and estimates of risk, the opportunity cost of capital, expected returns
and other appropriate factors.

Lehman Brothers performed discounted cash flow analyses for both Radian and MGIC by adding (1) dividendable
earnings of each company, net of earnings necessary to maintain a maximum ratio of debt to total capital of 17.5% for

MGIC and 15.0% for Radian, from January 1, 2007 through December 31, 2011 to
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(2) the present value of the terminal value of each company as of December 31, 2011. Terminal value refers to the
value of all future cash flows from an asset at a particular point in time. Total capital refers to the total value of equity
and debt. Lehman Brothers assumed annual growth in total capital of 5% for both MGIC and Radian.

To estimate Radian s projected cash flows, Lehman Brothers used consensus median I/B/E/S earnings estimates of
$6.70 and $7.24 per share for 2007 and 2008, respectively, and an annual earnings growth rate of 10.0% thereafter
based on the median I/B/E/S estimate. In calculating the terminal value for Radian, Lehman Brothers applied
multiples ranging from 8.5x to 10.5x, reflecting Radian s then-current forward year earnings multiple, to Radian s
projected 2012 net income using the assumptions previously discussed. The dividendable earnings and the terminal
value were then discounted back to February 5, 2007 using discount rates ranging from 10.5% to 12.5%, which
Lehman Brothers viewed as an appropriate range for a company with Radian s risk characteristics.

Based on the projections and assumptions set forth above, the discounted cash flow analysis of Radian yielded an
implied valuation range of $53.00 to $67.69 per share of Radian common stock. Lehman Brothers noted that the price
of Radian common stock as of February 2, 2007 was $61.28 per share, which was within the per share equity
valuation range implied by the foregoing analysis.

To estimate MGIC s projected cash flows, Lehman Brothers used consensus median I/B/E/S earnings estimates of
$7.00 and $7.63 per share for 2007 and 2008, respectively, and an annual earnings growth rate of 10.0% thereafter
based on the median I/B/E/S estimate. In calculating the terminal value for MGIC, Lehman Brothers applied multiples
ranging from 8.5x to 10.5x, reflecting MGIC s then-current forward year earnings multiple, to MGIC s projected 2012
net income using the assumptions previously discussed. The dividendable earnings and the terminal value were then
discounted back to February 5, 2007 using discount rates ranging from 10.5% to 12.5%, which Lehman Brothers
viewed as an appropriate range for a company with MGIC s risk characteristics.

Based on the projections and assumptions set forth above, the discounted cash flow analysis of MGIC yielded an
implied valuation range of $62.53 to $76.72 per share of MGIC common stock. Lehman Brothers noted that the price
of MGIC common stock as of February 2, 2007 was $63.45 per share, which was within the per share equity valuation
range implied by the foregoing analysis.

Pro Forma Analysis

In order to evaluate the estimated ongoing impact of the merger, Lehman Brothers analyzed the pro forma earnings
effect of the merger from the perspective of Radian stockholders. The pro forma earnings effect analysis was
performed in order to assess the impact of the merger on earnings per share from the perspective of Radian
stockholders. For the purposes of this analysis, Lehman Brothers assumed (i) a 0.9658 exchange ratio of MGIC
common stock for Radian common stock pursuant to the terms of the merger agreement, (ii) a transaction structure
with 100% stock consideration, (iii) standalone financial projections for each company provided based on the Radian
Research Estimates and the MGIC Research Estimates, (iv) the Expected Synergies and the impact of potential
customer attrition from the transaction determined by the management of Radian, (v) a share repurchase of

$750 million funded using proceeds from a reduction in pro forma ownership of C-BASS and Sherman, and (vi) a
share repurchase of $1 billion at the closing of the transaction financed using excess capital and the issuance of debt or
hybrid securities. Lehman Brothers estimated that, based on the assumptions described above, the pro forma impact of
the transaction would result in 0.8% accretion in 2007, 5.1% accretion in 2008, and 7.8% accretion in 2009 to the
earnings per share of Radian determined in accordance with generally accepted accounting principles. The financial
forecasts that underlie this analysis are subject to substantial uncertainty and, therefore, actual results may be
substantially different.

General
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financial and comparative analyses for purposes of rendering its opinion. The preparation of a
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fairness opinion is a complex process and is not necessarily susceptible to partial analysis or summary description. In
arriving at its opinion, Lehman Brothers considered the results of all of its analyses as a whole and did not attribute
any particular weight to any analysis or factor considered by it. Furthermore, Lehman Brothers believes that the
summary provided and the analyses described above must be considered as a whole and that selecting any portion of
its analyses, without considering all of them, would create an incomplete view of the process underlying its analyses
and opinion. In addition, Lehman Brothers may have given various analyses and factors more or less weight than
other analyses and factors and may have deemed various assumptions more or less probable than other assumptions,
so that the ranges of valuations resulting from any particular analysis described above should not be taken to be
Lehman Brothers view of the actual value of Radian or MGIC.

In performing its analyses, Lehman Brothers made numerous assumptions with respect to industry risks associated
with reserves, industry performance, general business and economic conditions and other matters, many of which are
beyond the control of Radian or MGIC. Any estimates contained in Lehman Brothers analyses are not necessarily
indicative of future results or actual values, which may be significantly more or less favorable than those suggested by
such estimates. The analyses performed were prepared solely as part of Lehman Brothers analysis of the fairness from
a financial point of view to Radian stockholders of the 0.9658 exchange ratio and were prepared in connection with

the delivery by Lehman Brothers of its written opinion, dated February 6, 2007, to Radian s board of directors. The
analyses do not purport to be appraisals or to reflect the prices at which Radian common stock or MGIC common

stock might trade following announcement of the merger or the prices at which MGIC common stock might trade
following consummation of the merger.

The terms of the merger were determined through arm s length negotiations between Radian and MGIC and were
unanimously approved by Radian s and MGIC s boards of directors. Lehman Brothers did not recommend any specific
exchange ratio or form of consideration to Radian or that any specific exchange ratio or form of consideration
constituted the only appropriate consideration for the merger. Lehman Brothers opinion was provided to Radian s
board of directors to assist it in its consideration of the exchange ratio in the merger. Lehman Brothers opinion does
not address any other aspect of the proposed merger and does not constitute a recommendation to any stockholder as
to how to vote or to take any other action with respect to the merger. Lehman Brothers opinion was one of the many
factors taken into consideration by Radian s board of directors in making its determination to approve the merger
agreement. Lehman Brothers analyses summarized above should not be viewed as determinative of the opinion of
Radian s board of directors with respect to the value of Radian or MGIC or of whether Radian s board of directors
would have been willing to agree to a different exchange ratio or form of consideration.

Lehman Brothers is an internationally recognized investment banking firm and, as part of its investment banking
activities, is regularly engaged in the valuation of businesses and their securities in connection with mergers and
acquisitions, negotiated underwritings, competitive bids, secondary distributions of listed and unlisted securities,
private placements and valuations for corporate and other purposes. The Radian board of directors selected Lehman
Brothers because of its expertise, reputation and familiarity with Radian and the mortgage insurance industry
generally and because its investment banking professionals have substantial experience in transactions within the
mortgage, insurance, and financial services industries.

As compensation for its services in connection with the merger, Radian paid Lehman Brothers $1.5 million upon the
delivery of Lehman Brothers opinion. Additional compensation of $14.0 million will be payable on completion of the
merger against which the amounts paid for the opinion will be credited. Lehman is not entitled to any fee (other than
the fee paid in connection with the delivery of its opinion) if the proposed merger is not completed or if a merger or
other business combination is effected with any person other than MGIC. In addition, Radian has agreed to reimburse
Lehman Brothers for reasonable out-of-pocket expenses incurred in connection with the merger and to indemnify
Lehman Brothers for certain liabilities that may arise out of its engagement by Radian and the rendering of the
Lehman Brothers opinion.
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In the ordinary course of its business, Lehman Brothers may actively trade in the debt or equity securities of Radian
and MGIC for its own account and for the accounts of its customers and, accordingly, may at any time hold a long or
short position in such securities. Lehman Brothers is acting as financial advisor to Fieldstone Investment Corporation,
which has agreed to be acquired by Credit-Based Asset Servicing and Securitization LLC, a joint venture of Radian
and MGIC.

Board of Directors and Management of the Combined Company Following the Merger
Executive Officers

Following the merger, Curt S. Culver, Chairman of the Board and Chief Executive Officer of MGIC, will serve as
Chairman of the Board and Chief Executive Officer of the combined company, and Sanford A. Ibrahim, Chief
Executive Officer of Radian, will serve as President and Chief Operating Officer of the combined company.
Following the completion of the merger, Mr. Ibrahim will be the successor to Mr. Culver as Chief Executive Officer
of the combined company, with such succession to become effective on the date of the combined company s 2009
annual stockholders meeting (provided that if the completion of the merger occurs after July 1, 2007, the succession
will take place on September 1, 2009), or any such earlier date as of which Mr. Culver ceases for any reason to serve
in the position of Chief Executive Officer of the combined company. In addition, Mr. Ibrahim will be the successor to
Mr. Culver as Chairman of the Board of Directors of the combined company, with such succession to become
effective on the date of the combined company s 2010 annual stockholders meeting or any such earlier date as of
which Mr. Culver ceases for any reason to serve in the position of Chairman of the Board of Directors of the
combined company.

Other persons who will serve as executive officers for the combined company after the merger, and their areas of
responsibility, include: J. Michael Lauer, Chief Financial Officer; Jeffrey H. Lane, General Counsel; Teresa A. Bryce,
Head of Corporate Strategy and Corporate Secretary; Lawrence Pierzchalski, Head of Risk Management in Mortgage
Insurance; Martin Wood, Head of International in Mortgage Insurance; Mark A. Casale, Head of Capital Markets in
Mortgage Insurance; Patrick Sinks, Head of Mortgage Insurance (domestic); Stephen D. Cooke, Head of Financial
Guaranty; Lawrence DelGatto, Head of Information Technology, and Robert E. Croner, Head of Human Resources.

Composition of the Board of Directors

Upon completion of the merger, the board of directors of the combined company will consist of six current directors

of MGIC designated by MGIC and five current directors of Radian designated by Radian. Promptly upon completion
of the merger, the combined company will convene a special meeting of the combined company s stockholders to vote
on the election of an additional Radian director. The former MGIC directors and former Radian directors will be
equally apportioned among three equal classes of the combined company s board of directors. Mr. Herbert Wender,
Radian s non-executive chairman, will be the lead director of the combined company s board and will serve in such
capacity until the 2009 fiscal year. Mr. Wender will also be nominated to serve as a director of the combined company
until the expiration of the term of the class of directors which expires at the MGIC annual meeting of stockholders in
2012, at which time he will resign from the board of directors.

In addition to Mr. Culver, the merger agreement contemplates that Kenneth M. Jastrow, II, the chairman of the MGIC
board s management development, nominating and governance committee, will become a director of the combined
company. The management development, nominating and governance committee, in consultation with Mr. Culver,
will make a recommendation to MGIC s board on which directors of MGIC should be designated by MGIC as
directors of the combined company. The MGIC board will determine which directors should be so designated.

Table of Contents 109



Edgar Filing: MGIC INVESTMENT CORP - Form S-4/A

Committees of the Board of Directors
Until the later of either Mr. Ibrahim s succession to the position of Chairman of the Board or Chief Executive Officer
of the combined company, the chairmanships of the committees of the board of directors of the combined company

will be divided as evenly as possible between individuals who are former MGIC
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directors and those who are former Radian directors, and the total membership on such committees will include an
equal number of former MGIC directors and former Radian directors.

From the completion of the merger until such time as the sixth former Radian director is elected to the MGIC board of
directors, the combined company s board of directors will have an Executive Committee consisting of two former
MGIC board members and two former Radian board members, which Executive Committee will be formed to approve
(by majority vote of the entire such Committee) all non-ordinary course business to be brought before the full
combined company s board of directors (other than such business as may be proposed by the combined company s
committees responsible for discharging the duties imposed by the rules of the New York Stock Exchange on audit,
compensation and corporate governance/nominating committees).

Interests of MGIC s Directors and Officers in the Merger

MGIC s executive officers and directors may be deemed to have financial and other interests in the merger that are in
addition to or different from their interests as stockholders of MGIC, including that some of the executive officers and
directors will hold positions with the combined company following the merger, as set forth in Board of Directors and
Management of MGIC Following the Merger. The MGIC board of directors was aware of these financial and other
interests and considered them, among other matters, in approving the merger agreement.

Interests of Radian s Directors and Officers in the Merger

Radian s executive officers and directors may be deemed to have financial and other interests in the merger that are in
addition to or different from their interests as stockholders of Radian, including that some of the executive officers and
directors will hold positions with the combined company following the merger, as set forth in Board of Directors and
Management of MGIC Following the Merger, and the interests described below. The Radian board of directors was
aware of these financial and other interests and considered them, among other matters, in approving the merger
agreement.

Employment Agreement with Sanford A. Ibrahim

On February 6, 2007, in connection with the execution of the merger agreement, Sanford A. Ibrahim, entered into an
employment agreement with MGIC, which will be effective on the completion of the merger and which will supersede
his existing agreement with Radian. The employment agreement with Mr. Ibrahim has a term of five years, which is
divided into three periods. In the first period, Mr. Ibrahim will serve as the combined company s president and chief
operating officer. The second period, during which Mr. Ibrahim maintains his title of president and assumes the title of
chief executive officer, begins on the date of the 2009 annual stockholders meeting of the combined company or any
such earlier date that Mr. Culver ceases to serve as chief executive officer; however, Mr. Ibrahim s appointment to the
position of chief executive officer will be delayed until September 1, 2009 if the effective date of the merger is after
July 1, 2007. The third period, during which Mr. Ibrahim will maintain his title of president and chief executive
officer and assume the title of Chairman of the Board of Directors of the combined company, begins on the date of the
2010 annual stockholders meeting of the combined company or any such earlier date that Mr. Culver ceases to serve
as the chairman of the combined company.

In exchange for Mr. Ibrahim waiving his change of control rights under his current employment agreement with
Radian, the agreement provides that on the date of the completion of the merger, Mr. Ibrahim will be awarded
restricted shares of the combined company having a market value equal to $6,600,000, which represents the amount
he would have been entitled to under his employment agreement as a result of a change of control of Radian. One half
of such restricted shares will vest on the third anniversary of the date of grant, with the other half vesting equally over
the first through third anniversaries of the date of grant, subject to Mr. Ibrahim s continued employment with the
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The agreement provides that the combined company will pay Mr. Ibrahim during the first period an aggregate annual
base salary and annual bonus of not less than 90% of the aggregate annual base salary and annual bonus of

Mr. Culver. Mr. Ibrahim s base salary and annual bonus opportunities for the second and third periods will be set by
the compensation committee of the board of the combined company, although his base salary may not be less than the
base salary provided during the first period.

With respect to equity-based awards and other long-term benefits during the first period, Mr. Ibrahim is entitled to
receive no less than 90% of the value of such awards as given to Mr. Culver. During the second and third periods,

Mr. Ibrahim is entitled to receive equity-based awards and other long-term incentives that are commensurate with

Mr. Ibrahim s position and on terms no less favorable than those given to other senior executives of the combined
company. After a transition period following the merger during which Mr. Ibrahim will continue to participate in the
Radian retirement and welfare benefit plans, Mr. Ibrahim will be entitled to participate in all of the combined
company s retirement and welfare benefit programs, including the combined company s supplemental executive
retirement plan. Mr. Ibrahim will generally receive credit under the combined company s benefit plans for his years of
service with Radian. In connection with the merger, Mr. Ibrahim will be required to relocate to Milwaukee, Wisconsin
and will be provided with temporary housing in the Milwaukee, Wisconsin metropolitan area for himself and his
family until such time as his family relocates to the Milwaukee, Wisconsin metropolitan area. MGIC will pay all
expenses in connection with his relocation and the purchase of his residence and furnishings in the Philadelphia,
Pennsylvania metropolitan area at the greater of cost and the appraised value of such residence and furnishings.

In the event that Mr. Ibrahim s employment is terminated during the employment period by the combined company
without cause or by Mr. Ibrahim for good reason, (1) Mr. Ibrahim will be entitled to receive a lump sum cash payment
equal to the sum of his annual base salary and the highest annual bonus earned by Mr. Ibrahim for any of the three

fiscal years prior to the termination times the greater of the number of years remaining in the employment period and

two, and (2) all of Mr. Ibrahim s equity compensation awards will vest in full and, subject to Section 409A of the

Internal Revenue Code of 1986, as amended, any stock options will remain exercisable for their full term.

In addition, following Mr. Ibrahim s termination of employment for any reason other than for cause, he and his spouse
will be entitled to retiree medical and dental benefits at the sole cost of the combined company, that are no less
favorable than the greater of (1) the medical and dental benefits provided to him and his spouse under the medical and
dental plans of the combined company immediately prior to the termination of his employment and (2) the medical

and dental benefits provided to him immediately prior to closing under the medical and dental plans of Radian.

In the event that Mr. Ibrahim would be subject to the excise tax under Section 4999 of the Internal Revenue Code of
1986, as amended, Mr. Ibrahim will be paid an additional amount such that he is placed in the same after-tax position
as if no excise tax had been imposed.

Employment Agreement with Mark A. Casale

On February 6, 2007, in connection with the execution of the merger agreement, Mark A. Casale entered into an
employment agreement with MGIC, which will be effective on the completion of the merger. The employment
agreement with Mr. Casale has a term of three years. During this term, Mr. Casale will serve as Head of Capital
Markets of the combined company.

In exchange for Mr. Casale waiving his rights under his current change in control agreement with Radian, the
agreement provides that on the date of the completion of the merger, Mr. Casale will be awarded restricted shares of
the combined company having a market value equal to $2,115,000, which represents 120% of the amount Mr. Casale
would have been entitled to under his existing change of control agreement. The restricted shares will vest in equal
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agreement) or if he terminates employment for good reason.
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Following the effective date of the agreement, Mr. Casale will be eligible for a special integration bonus based on the
success of the integration of the business of Radian with the business of MGIC.

The agreement provides that the combined company will pay Mr. Casale an annual base salary of $450,000. In
addition, Mr. Casale will receive an annual bonus as determined by the compensation committee of the Board of the
combined company. However, in the first fiscal year that ends during the term of the agreement, the amount of the
annual bonus will be reduced by the amount of any bonus paid by Radian on account of performance in that year.

With respect to each fiscal year during the term of the employment agreement, Mr. Casale is entitled to receive
equity-based awards and other long-term incentives that are commensurate with Mr. Casale s position and on terms no
less favorable than those given to other senior executives of the combined company. After a transition period

following the merger during which Mr. Casale will continue to participate in the Radian retirement and welfare

benefit plans, Mr. Casale will be entitled to participate in all of the combined company s retirement and welfare benefit
programs, including the combined company s supplemental executive retirement plan. Mr. Casale will generally
receive credit under the combined company s benefit plans for his years of service with Radian.

In the event that Mr. Casale s employment is terminated during the employment period by the combined company
without cause or by Mr. Casale for good reason, (1) Mr. Casale will be entitled to receive a lump sum cash payment
equal the sum of his annual base salary and the highest annual bonus earned by Mr. Casale for any of the three fiscal
years prior to the termination times the greater of the number of years remaining in the employment period and two

(the severance multiple ), (2) Mr. Casale will be entitled to continued medical and dental benefits for a number of years
equal to the severance multiple, and (3) all of Mr. Casale s equity compensation awards will vest in full.

In the event that Mr. Casale would be subject to the excise tax under Section 4999 of the Internal Revenue Code of
1986, as amended, Mr. Casale will be paid an additional amount such that he is placed in the same after-tax position
as if no excise tax had been imposed.

Employment Agreement with Teresa A. Bryce

Teresa A. Bryce entered into an employment agreement dated as of February 6, 2007 with MGIC in connection with
the execution of the merger agreement, which will be effective on the completion of the merger. The employment
agreement with Ms. Bryce has a term of three years. During this term, Ms. Bryce will serve as Head of Corporate
Strategy and Corporate Secretary of the combined company.

Ms. Bryce s employment agreement is substantially similar to the agreement described above for Mr. Casale, except
that Ms. Bryce will be awarded restricted shares of the combined company having a market value equal to $1,701,000,
which represents 120% of the amount Ms. Bryce would have been entitled to under her existing change of control
agreement, her annual base salary will be $350,000 and Ms. Bryce will be provided with relocation benefits in
connection with her anticipated relocation to Milwaukee, Wisconsin.

Equity-Based Compensation
Under its equity plans, Radian has several types of equity awards outstanding, including stock options, performance
shares, restricted shares, and phantom shares. In addition, Radian maintains an employee stock purchase plan that

allows employees to purchase common stock of Radian. Upon completion of the merger:

All outstanding options to purchase Radian common stock will become exercisable in full and will be
converted into options to purchase MGIC common stock based on the exchange ratio provided in the merger;
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Restricted shares other than those shares of Radian restricted stock granted to Radian employees on or after
February 5, 2007 (which generally will vest three years from the date of the grant but may vest earlier, if,
during the three year period following completion of the merger, the employee s employment is terminated by
the combined company without cause or by the employee for good reason, as those terms are defined in the
applicable award agreements) will vest in full and be converted into shares of MGIC common stock based on
the exchange ratio provided in the merger;

Phantom shares and deferred stock units will vest and be converted automatically into a number of shares of
MGIC common stock equal to the product of the number of shares of Radian common stock subject to the
original phantom shares and deferred stock units and the exchange ratio, other than phantom shares held by
Radian directors who will serve on the board of the combined company, which will be converted into phantom
shares with respect to MGIC common stock based on the exchange ratio; and

The employee stock purchase plan will terminate and any purchase period in effect will be completed prior to
the completion of the merger.

Indemnification and Insurance

The merger agreement provides that in the event of a threatened or actual claim, action, suit, proceeding or
investigation against a present or past Radian director, officer or employee in their capacity as such or arising out of
the merger agreement, Radian and MGIC agree to cooperate and use their reasonable best efforts to defend against
and respond to such actions, except that prior to the completion of the merger MGIC s only obligation is to cooperate.
Also, in the event of a threatened or actual claim, action, suit, proceeding or investigation against a past or present
MGIC director, officer or employee in their capacity as such or arising out of the merger agreement, Radian and
MGIC agree to cooperate and use their reasonable best efforts to defend against and respond to such actions, except
that prior to the completion of the merger Radian s only obligation is to cooperate. After the completion of the merger,
the combined company will indemnify and hold harmless to the fullest extent permitted by law and provide
advancement of expenses to past and present officers, directors and employees of MGIC and Radian and its
subsidiaries in their capacities as such against all losses, claims, damages, liabilities, costs, expenses (including
reasonable attorney s fees), judgments, fines, or amounts paid in settlement.

The merger agreement provides that Radian will use commercially reasonable efforts to convert its current directors
and officers liability insurance to a policy that covers the insureds only for acts or omissions occurring prior to the
completion of the merger. The combined company will maintain this policy, or the existing policy if no conversion is
obtained, for a period of six years after completion of the merger.

Effect of Merger on Change in Control Employment Agreements

As discussed above, under their new contingent employment agreements with MGIC, Messrs. Ibrahim and Casale and
Ms. Bryce have agreed to waive amounts to which they may be entitled under their existing change of control
arrangements in exchange for equity in the combined company. In addition to these arrangements, Radian has in effect
change in control agreements with the following executive officers: Mr. C. Robert Quint, Mr. Roy Kasmar,

Mr. Stephen Cooke and Mr. Robert E. Croner.

The agreement with Mr. Quint provides that if, during the two-year period that follows the completion of the merger,
his employment is terminated by the combined company without cause or if he terminates his employment for good
reason, then Mr. Quint is entitled to: (1) a severance payment equal to two times his base salary and his current
maximum bonus opportunity; (2) full vesting of any stock options or restricted shares then held by him that were not
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Section 4999 of the Internal Revenue Code of 1986, as amended, he will be paid an additional amount such that he is
placed in the same after-tax position as if no excise tax had been imposed.
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The agreement with Mr. Roy Kasmar is substantially similar to the agreement described above, except that

Mr. Kasmar will be entitled to the severance payment and other benefits only if the completion of the merger occurs
before July 1, 2007, and his qualifying termination occurs before March 1, 2008. In addition, the portion of his
severance payment attributable to bonus is based on his target bonus opportunity, which is deemed to be $682,500.
Any payments due Mr. Kasmar under his change in control agreement will be offset by amounts he receives under his
Transition Agreement with Radian dated January 9, 2007.

The agreements with Mr. Cooke and Mr. Croner are also substantially similar to the agreements described above,
except that: (1) a qualifying termination entitling the executive to the severance payment and other benefits may occur
within six months prior to, or three years following, the completion of the merger; (2) in addition to the vesting of
stock options and restricted shares, any phantom equity rights then held by the executive will vest in full upon a
qualifying termination of employment; (3) the severance payment is based on the executive s base salary and bonus
paid to the executive for the fiscal year that ends prior to the termination of employment (instead of the executive s
maximum bonus opportunity); (4) the combined company may determine, in its discretion, that rather than allow the
executive to continue participating in the combined company s welfare benefit plans, the combined company will
instead make an additional payment to the executive equal to what would have been the company s cost for such
continued participation; and (5) the combined company may reduce the executive s severance payment and other
benefits by up to five percent (5%) if the reduction will avoid the imposition of an excise tax under Section 4999 of
the Internal Revenue Code. In addition, the agreements require the executive to provide consulting services to the
combined company, for no more than twelve months following the executive s termination of employment and for no
more than twenty hours per month, if requested by the combined company s board of directors or Chief Executive
Officer.

Material Federal Income Tax Consequences of the Merger

The following summary sets forth the material anticipated United States federal income tax consequences generally
applicable to a U.S. holder (as defined below) with respect to the exchange of Radian common stock for MGIC

common stock pursuant to the merger. This discussion assumes that U.S. holders hold their Radian common stock as
capital assets within the meaning of Section 1221 of the Internal Revenue Code of 1986, as amended (the Code ). This
summary is based on the Code, administrative pronouncements, judicial decisions and Treasury Regulations, each as

in effect as of the date of this joint proxy statement/prospectus. All of the foregoing are subject to change at any time,
possibly with retroactive effect, and all are subject to differing interpretation.

This summary does not address any tax consequences arising under United States federal tax laws other than United
States federal income tax laws, and does not address the laws of any state, local, foreign or other taxing jurisdiction. In
addition, this summary does not address all aspects of United States federal income taxation that may apply to
beneficial owners of Radian common stock in light of their particular circumstances or that may apply to beneficial
owners that are subject to special rules under the Code, such as tax-exempt organizations, insurance companies, banks
and other financial institutions, dealers in securities, traders in securities that elect to use a mark-to-market method of
accounting, real estate investment trusts, regulated investment companies, persons who hold Radian common stock as
part of a straddle, hedging, constructive sale, conversion, or other integrated transaction, persons whose functional
currency is not the U.S. dollar, and persons who acquired shares of Radian common stock as a result of the exercise of
employee stock options or otherwise as compensation or through a tax-qualified retirement plan.

For purposes of this summary, a U.S. holder is a beneficial owner of Radian common stock that is for United States
federal income tax purposes:

a United States citizen or resident alien;
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an estate, the income of which is subject to United States federal income taxation regardless of its source; and

a trust if (1) it is subject to the primary supervision of a court within the United States and one or more United
States persons have the authority to control all substantial decisions of the trust, or (2) the trust has a valid
election in effect under applicable Treasury Regulations to be treated as a United States person.

The United States federal income tax treatment of a partnership and its partners depends upon a variety of factors,
including the activities of the partnership and the status of the partners. Holders of Radian common stock that are
entities or arrangements classified for United States federal income tax purposes as partnerships, and any members of
such entities or arrangements, should consult their tax advisors concerning the United States federal income tax
consequences of the merger.

In connection with the filing of the registration statement of which this document forms a part, Foley & Lardner LLP

has delivered an opinion to MGIC, and Wachtell, Lipton, Rosen & Katz has delivered an opinion to Radian, that

(1) the merger will qualify as a reorganization within the meaning of Section 368(a) of the Code and (2) the discussion
under the heading Material Federal Income Tax Consequences of the Merger constitutes in all material respects, a fair
and accurate summary of the United States federal income tax consequences resulting from the merger under existing
law subject to the qualifications and conditions set forth in the registration statement. The obligations of the parties to
complete the merger are also conditioned upon the receipt by MGIC and Radian of opinions from Foley & Lardner

LLP and Wachtell, Lipton, Rosen & Katz, respectively, in each case dated as of the closing date of the merger, to the
effect that the merger will qualify as a reorganization within the meaning of Section 368(a) of the Code.

The opinions filed in connection with the registration statement have been, and the opinions that will be dated as of
the closing date will be, based in part on representation letters provided by Radian and MGIC and on customary
factual assumptions. If any of those assumptions or representations is inaccurate, incomplete, or untrue, the
conclusions contained in the opinions referred to in this paragraph or stated below could be affected. The opinions
filed in connection with the registration statement also assume that none of the terms and conditions contained in the
merger agreement will have been waived or modified in any respect on or prior to the closing date.

Foley & Lardner LLP and Wachtell, Lipton, Rosen & Katz are under no obligation to update the opinions described
above as a result of a change in law or discovery of any inaccuracy in such representations. Neither the tax opinions
referred to in the preceding paragraph nor the discussion that follows will be binding on the Internal Revenue Service

( IRS ) or any court, and no rulings will be sought from the IRS regarding the tax treatment of the merger. Accordingly,
there can be no certainty that the IRS will not challenge the conclusions set forth in any of the opinions stated or

referred to herein or that a court would no sustain such a challenge.

Consequences of the Merger
Assuming the merger qualifies as a reorganization within the meaning of Section 368(a) of the Code, MGIC and
Radian will not recognize any gain or loss for United States federal income tax purposes as a result of the merger and
the material United States federal income tax consequences of the merger to U.S. holders will be as follows:
A U.S. holder that receives MGIC common stock in exchange for its shares of Radian common stock in the
merger will not recognize gain or loss on the exchange, except to the extent the U.S. holder receives cash

instead of a fractional share interest in MGIC common stock.

The aggregate tax basis of the shares of MGIC common stock received in the merger (including any fractional
shares deemed received and redeemed for cash as described below) will be equal to the aggregate tax basis in
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An exchanging U.S. holder s holding period in the MGIC common stock received in the merger (including any
fractional shares deemed received and redeemed for cash as described below) will include the holding period
of the Radian common stock surrendered in exchange for MGIC common stock.

A U.S. holder that receives cash instead of a fractional share should be treated as if such U.S. holder had
received a fractional share of MGIC common stock and had then exchanged such fractional share for cash in a
redemption by MGIC. Assuming that the deemed redemption of a fractional share of MGIC common stock is
treated as a sale or exchange, and not as a dividend, a U.S. holder will recognize capital gain or loss on such
deemed redemption in an amount equal to the difference between the amount of cash received instead of the
fractional share and the U.S. holder s tax basis in the fractional share of MGIC common stock. Such capital gain
or loss will be long-term capital gain or loss if the Radian common stock exchanged was held for more than

one year at the effective time of the merger.

Information Reporting and Backup Withholding

A non-corporate U.S. holder of Radian common stock may be subject to information reporting and backup
withholding on any cash payments it receives instead of fractional share interests in MGIC common stock. Backup
withholding will not apply, however, if such U.S. holder (1) furnishes a correct taxpayer identification number and
properly certifies that it is not subject to backup withholding (generally on a Form W-9) or (2) otherwise establishes
an exemption from backup withholding.

Any amounts withheld under the backup withholding rules may be allowed as a refund or credit against the

U.S. holder s United States federal income tax liability, provided that such U.S. holder timely furnishes the required
information to the IRS. U.S. holders should consult their tax advisors as to their qualifications for an exemption from
backup withholding and the procedure for establishing an exemption.

Regulatory Matters

We have agreed to use our reasonable best efforts to obtain the regulatory approvals required to complete the merger.
We refer to these approvals, along with the expiration of any statutory waiting periods related to these approvals, as

the requisite regulatory approvals. These include approval from various U.S. and non-U.S. federal and state regulatory
authorities. We have filed or intend to promptly file all such applications and notifications to obtain the requisite
regulatory approvals. There can be no assurance that such authorities or organizations will approve such applications

or accept such notifications. The merger cannot proceed in the absence of the requisite regulatory approvals.

The merger is subject to the receipt of necessary approvals from various U.S. state insurance regulatory authorities.
The insurance laws and regulations of most states generally require that, prior to the acquisition of control of an
insurance company domiciled or commercially domiciled in a state through the acquisition of or merger with the
holding company parent of the insurance company, the acquiror must obtain the prior approval of the insurance
regulatory authority of that state. In this regard, completion of the merger is subject to the prior approval of the
insurance regulatory authorities of the following states: Arizona, Illinois, New York, Pennsylvania, Texas and
Wisconsin. We have filed or plan to file applications for prior approval in each of these states. The merger is also
subject to approval in the United Kingdom by the Financial Services Authority. In addition to the acquisition of
control filings, completion of the merger is also subject to pre-acquisition notification filings, which the parties are
filing in a number of states. The primary purpose of these filings is to permit the state insurance regulatory authorities
to assess the competitive impact of the merger. The pre-acquisition notification filings are generally reviewed or
non-disapproved within 30 days, or in some states, 60 days, after filing with the applicable insurance department
which may be extended as a result of a department s request for additional information on the competitive impact of a
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proposed merger.

On March 6, 2007, each of us filed with the U.S. Federal Trade Commission and the U.S. Department of Justice a
notice in satisfaction of the filing requirements under the Hart-Scott-Rodino Act. Under the applicable requirements of
the Hart-Scott-Rodino Act, we may not complete the merger for 30 days after
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submission of that notice, which period may be extended by an agency request for additional information or
terminated at any time with the approval of both agencies. In addition to the foregoing, other applications,
notifications and filings will be made with U.S. and non-U.S. regulatory authorities in connection with the merger.

The merger may also be reviewed by the state attorneys general in the various states in which MGIC and Radian
operate. While MGIC and Radian believe there are substantial arguments to the contrary, these authorities may claim
that there is authority, under the applicable state and federal antitrust laws and regulations, to investigate and/or
disapprove the merger under the circumstances and based upon the review set forth in applicable state laws and
regulations. There can be no assurance that one or more state attorneys general will not attempt to file an antitrust
action to challenge the merger.

In addition, private parties also may seek to take legal action under the antitrust laws under some circumstances.
Based upon an examination of information available relating to the businesses in which the companies are engaged,
MGIC and Radian believe that the completion of the merger will not violate U.S. antitrust laws. However, MGIC and
Radian can give no assurance that a challenge to the merger on antitrust grounds will not be made, or, if such a
challenge is made, that MGIC and Radian will prevail.

MGIC and Radian believe that they will be able to obtain all requisite regulatory approvals on a timely basis without
the imposition of any condition that would have a material adverse effect on MGIC or Radian. However, we cannot
assure you as to whether or when the requisite regulatory approvals will be obtained, and, if obtained, we cannot
assure you as to the date of receipt of any of these approvals or the absence of any litigation challenging them.
Likewise, we cannot assure you that the U.S. Department of Justice or U.S. Federal Trade Commission will not
attempt to challenge the merger on antitrust grounds, or, if such a challenge is made, as to the result of that challenge.
We are not aware of any other material governmental approvals or actions that are required prior to the parties
completion of the merger other than those described above. We presently contemplate that if any additional
governmental approvals or actions are required, these approvals or actions will be sought. However, we cannot assure
you that any of these additional approvals or actions will be obtained.

Accounting Treatment

The merger will be accounted for as a purchase by MGIC of Radian, as that term is used under accounting principles
generally accepted in the United States, for accounting and financial reporting purposes. As a result, the historical
financial statements of MGIC will continue to be the historical financial statements of MGIC following the

completion of the merger. The assets (including identifiable intangible assets) and liabilities (including executory
contracts and other commitments) of Radian as of the effective time of the merger will be recorded at their respective
fair values and added to those of MGIC. Any excess of purchase price over the net fair values of Radian assets and
liabilities is recorded as goodwill (excess purchase price). Financial statements of MGIC issued after the merger will
reflect such fair values and will not be restated retroactively to reflect the historical financial position or results of
operations of Radian. The results of operations of Radian will be included in the results of operations of MGIC
beginning on the effective date of the merger.

In 2005, the Financial Accounting Standards Board issued an exposure draft of the proposed Statement of Financial
Accounting Standards, Business Combinations: a replacement of FASB Statement No. 141. A final standard is
expected to be issued in 2007. When adopted, the proposed standard will change accounting standards and practices
for business combinations. If this replacement standard is adopted with an effective date prior to the acquisition date
of this merger, it may change how this transaction is accounted for under accounting principles generally accepted in
the United States.