The Race to Millennial Market Share: Presented by:
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MGIC
Legal Disclaimer

The information presented in this presentation is for general information only, and is
based on guidelines and practices generally accepted within the mortgage finance
industry and is not intended to be all-inclusive. MGIC makes no representations or
warranties of any kind with respect to the accuracy, completeness or suitability for any
purpose of the information contained in this presentation. MGIC expressly disclaims any
and all warranties, express or implied, including without limitation warranties of
merchantability and fitness for a particular purpose regarding these materials and this
presentation. In no event will MGIC be liable for any direct, indirect, incidental, punitive or
consequential damages of any kind with respect to the presentation or materials
provided. All examples are hypothetical and are for illustrative purposes only. This
presentation is not intended and should not be interpreted or relied upon as legal advice.
We encourage you to seek advice from a qualified professional.
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If you're in a bad situation,
don’t worry, It'll change.

If you're in a good situation,
don’t worry, 1t'll change.

MGIC.com/social
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Source: National Association of Realtors (NAR): Real Estate Outlook; Moody's Analytics Estimates
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Source: U.S. Bureau of Labor Statistics (BLS); Moody's Analytics Adjusted
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U.S. National Homeownership Rate

Under 35 years

50

45

40

9.5 points lower

35

w0 1994 2016
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Source: U.S. Census Bureau 1994 - 2016 Q2
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Do we really

know what we *
think we N
know about "

Millennials?

MGIC.com/socia



Do we agree with “They have
TIME about the trouble

20 something making
year-olds? decisions.” 2




“They would
Do we agree with rather hike the
TIME about the ) Himalayas than
20 something climb the
year-olds?
corporate
ladder”



“They crave
entertainment,
but their
) attention span

Do we agree with
TIME about the

20 something _
year-olds? IS as short as

onezapofaTV
dial.”




Do we agree with “They postpone
TIME about the getting

20 something

year-olds? married.




“What they
Do we agree with hold dear are

TIME about the ) family life,

20 something

de? local activism,
year-olds"

national
parks...”




Do we agree with “What worries parents, teachers and

TIME about the 20 something year-olds? employers is that the latest crop of
adults wants to postpone growing up.”



s - 4
‘5’ 3 ~ ; .
, o = e -
y | -
_’ e -
TIME Magazine ~ July 1990
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Agenda
1. Obstacles

2. Opinions

3. Opportunities

MGIC.com/social






Just who are they?

* No agreed on start
and end date

* Today’s presentation:

e Today would be between
35- and 18-years -old

Synchrony Financial
TD Ameritrade (1)
DMW Direct Reports
Boston.com
Newsweek

Mark McCrindle
PwC

Gallup (1)

Pew (1)

Gallup (2)
NYTimes (1)

Pew (2)

NYTimes (2)
TransUnion

TD Ameritrade (2)
American Progress
NYTimes (3)
Goldman Sachs
NYTimes (4)
Elwood Carlsan
Howe and Strauss”
White House

Bob Bowman, MLB

1975

T e shortest range:
nine years

N

Average range

The longest ranges:

i3

1980 1985 1990 1995 2000 2005 2010

Source: CNBC



Gen-Y
Millennials

FOMO Generation

Echo Boomers
Boomerang Generation
Peter Pan Generation



5 million more members
than Baby Boomers in 70s

MGIC.com/social
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Projected Population by Generation
e 75.3 million (18-34) in 2015 T millions

74.9 million (51-69)

e More than one in three
of adult Americans by 2020 o NSO bbve. S OOO OO OOORIO O e

* 75% of the U.S. workforce 20~ N

by 2025 1O crorrereee e Silent s
2014 2028 2036 2050

MGIC.com/social

Source: Pew Research Center: Brookings Institute



Boomer and prior generations have cast the vast

majority of votes in recent elections Millennials and Gen Xers are now the majority of
% of presidential votes cast e"g|b|e vmers
Eligible voters in millions
100 :
- = Boomer and pri
e, NSy er and prior
R o S generations
126
\ \
50 120 —
25 %
80
Millennial and Gen X
0 Millennial and Gen X
1980 1984 1988 1992 1996 2000 2004 2008 2012 40
N u""rﬂ.;:w"r‘ . 0 Y 1 Y Y Y Y Y 13 |
PEW RESEARCH CENTER 1980 1984 1988 1992 1996 2000 2004 2008 2012 2016



B

!

68% of those 18-34
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More Diverse
The changing face of America, 1965-2065

% of the total population

All other
100% A
-—I_Asian
80 14
Hispanic
80 . 24
Black
. _ 13
40 By 2055, the U.S. will not have a single _—
20 racial or ethnic majority. - 46

ACTUAL PROJECTED

O
1965 7S5 "85 95 2005 "15 25 '35 45 55 'Bb

MGIC.com/social

Source: Pew Research Center
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Source: Payscale.com



Women 18-34 enrolled in
college in 1960. 5%

Women 18-34 enrolled In 0
college in 2015. 27 /O

MGIC.com/social

Source: Pew Research Nov. 2015
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Source: NAR Profile 2015



36.4% of single women age 18-34 live N 3 ,
at home with parents or other relative |
w 1 ! — \ A ¢ \. |
' k\\ < I - I

Source: Pew Research Nov. 2015
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60% of college-educated Millennials report
annual income of $50,000 or more

Rate of return on college degree is 15%?

MGIC.com/social

1 Source: Brookings Institute Jan 2016
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Why Education matters

90%
80% . ° .
Which way are you better financially overall?
70% -
60% -
? M Less than HS
B50% A M HS
40% B Some college
° []1 College/Grad School
30% -
20% .
10% 1 T ]

Oowning Renting

MGIC.com/social
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Why Education matters

90%

80%

70%

60%

50%

40%

30%

20%

10%

In the future, are you more likely to:

Alwaysrent Buy at some time in the
future

M Less than HS

W HS

B Some college

1 College/Grad School

MGIC.com/social
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Your student loan is killing the housing market

Forb es - New Posis Most Popular

How Student Loan Debt is Affecting
Home Ownership

MGIC.com/social



“If you don't read the newspaper, you're uninformed.
If you read the newspaper, you're mis-informed.”
- Mark Twain

MGIC.com/social
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Avg. monthly student loan
debt payment = $3512
Avg. monthly extra earnings
for some college= $7502

MGIC.com/social

1Source: Washington Post July 2016; 2 Federal Reserve Bank of Cleveland Oct 2015



Share borrowers age 25 - 30 years old with new mortgage originations

18%

==n0 student debt = \Vith current student debt
16% N - \Vith current student debt of 100K+ —\Vith 90+ delinquent student debt
\ ==\ith student debt, current or delinquent

14%
N\
8% x\
6% %
=y

4% ——

2% e

e ——

2005:Q4 2006:Q4 2007:Q4 2008:Q4 2009:Q4 2010:Q4 2011:Q4 2012:Q4 2013:Q4

0%

Source: New York Fed Consumer Credit Panel / Equifax
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25-to 30-year-olds with a mortgage

60%

DAl

m Borrowed for College ™ Did Not Borrow for College

| Still have college debt  ® No college debt

50%

40%

30%

20%

10%

0%

High School or less

-10%

Some college; no degree

Associate degree Bachelor's or higher

Source: Navient Solutions; Sept 2015
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31- to 35-year-olds with a mortgage

CAIL  mBorrowed for College M Did Not Borrow for College ~ m Still have college debt B No college debt
60%

50%

40%

30%

20%

10%

0%

High School or less Some college; no degree Associate degree Bachelor's or higher

Source: Navient Solutions; Sept 2015 MGIC.com/social
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Source: NAR 2016 Home Buyers & Sellers Generational Trends Report April 2016,



#1 Reason Renters Won’t Buy

Cannot afford a down payment for a mortgage

62%0 61%0

Source: Freddie Mac



Median Asking Rent (dollars)

U.S.

800

700
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400

300

200

1988
3rd......
1989
3rd......
1990
3rd......
1991 |
3rd......
1992
3rd......
1993
3rd......
1994
3rd......
1995
3rd......
1996
3rd......
1997
3rd......
1998 |
3rd......
2000
3rd.....
2001
3rd......
2003
3rd.....
2004
3rd.....
2006
3rd......
2007
3rd.....
2010
3rd.....
2011
3rd......
2013
3rd......
2014
3rd.....
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Source: U.S. Census Bureau 1988 - 2016 Q2
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So why are you renting?

Q: What are the main reasons you are currently renting? Please select all that apply.

Financial Reasons Life-Style Reasons
Cannot afford a down payment 36%
for a mortgage °
J9ag Best option for my lifestage/age 18%
Do not have a good enough o
credit histo R
y Do not want to worry about home 15
maintenance/repairs °
Do not make enough money 30%
Need flexibilty/mobility in the area 13%
for a short time 0
Allows me to save money 27%
Do not want to be “stuck” in one o
location 8%
| have too much debt 23%

MGIC.com/social

Source: Freddie Mac Harris Poll Feb. 2016
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Have saved money

Save every month

-

MGIC.com/social

Source: Pew Research Nov. 2015



24% have $50,000 or more

iInvestable assets

Y S—
have $10,000- $50,000

27 O/() in total deposits with bank
they do business with

MGIC.com/social

Source: Gallup December 2015



80% of Millennials check finances

a before making a purchase 4

MGIC.com/social

Source : Navient Solutions



Consumers who indicate
that saving for down 0
payment is delaying 65 /O

first-time home purchase

N

Source: TD Bank, July 2016



Down payment
Required by Lenders

16%

1% - 5%
40%
Don’t know

25%
10% - 19%

15%
20% or more

Fannie Mae Consumer Survey Dec 2015



56% Renters who prefer to own but are not currently pursuing it
because it would be too difficult to get a mortgage

Source: Pulte Group May 2014 MGIC com/social



4% Who fear they wouldn’t qualify admit they
haven’t taken the steps to see if they would

Source: Pulte Group May 2014 MGIC com/social
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— N
In 2015, 2,653 guns

discovered in carry-on bags
83% of the time

gun was loaded
\// -

l

MGIC.com/social '

Source: TSA Blog
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Last week of Aug. 2016:
58 guns found; 48 loaded

17 had a bullet
In the chamber

l

MGIC.com/social '

Source: TSA Blog



53% of Millennials say they have no
one to turn to for financial guidance

Source: Facebook IQ January 2016



Millennials who used a gift as
part of the down payment

MGIC.com/social
Source: NAR 2016 Home Buyvers & Sellers Generational Trends Report April 2016



e

From 2010 to April 2015
share of young adults
living at parents home

increased from

24% 10 26%

MGIC.com/social

Source: Pew Research Center



of Millennials would

move up timeline to
buy if they had access

to a down payment.

Source: Pulte Group May 2014
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Young couple: one a firefighter and one a teacher

/

Firefighter median annual salary: Meglagn annual Sa'?W te_ach
$44,729 -9 years experience:

$44,178

Source: Payscale.com for 2016 I\/IGIC.com/sociaI



Household annual income= $89,000 or $7,416.67 a month
Savings rate of 6% = $5,340 a year
$187,400 purchase?
20% down = $37,480 or 7 years

1 Source: St. Louis Federal Reserve June 2016 savings rate = 5.3%; 2 Source: NAR 2016 Home Buyer Generational Trends I\/IGIC.com/sociaI



5% down = $9,370 or less than two years

3% down = $5,622 or just more than a year

MGIC.com/social
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Reduced purchase power

4.75 $956 $983 $1,010 $1,035 $1,062
4.5 $930 $956 $983 $1,008 $1,034
4.25 $905 $931 $956 $980 $1,006
% 4.0 $880 $905 $930 $953 $978
3.75 $856 $880 $904 $927 $951
hee®| $180,000 | $185000 | $190,000 | $195000 | $200,000
P&l + MI

rounded to the nearest dollar amount; assuming 760 credit score and 5% down

MGIC.com/social
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Millennials list mortgage
rates as most important
when looking for a home

MGIC.com/social

Source: TD Bank June 2016



If rates rose
one point...

) JPC ]
P ®
’ y ('
¥, 7

Buy less expensive house Give up looking for house

MGIC.com/social

Source: Forbes July 2016



Last time rates were 4.5% or higher
was first two weeks of January 2014

MGIC.com/social

Source: Freddie Mac Primary Mortgage Market Survey



Last time rates were 5% or
higher was May 6, 2010

MGIC.com/social

Source: Freddie Mac Primary Mortgage Market Survey



Opinions

MGIC.com/social
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Married later

Percent of demographic
married by age 28:

Baby Boomers 42%

GenXers 29%

Millennials 21%

MGIC.com/social
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Source: USA Today, April 17, 2013
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Source: NAR April 2016



Millennial home |
buyers in 2015 5 /O

o G

Source: NAR Home Buyer Generation Reports April 2016

MGIC.Com/siaI
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U.S. National Homeownership Rate

Under 35 years

50

45

40

9.5 points lower

35

w0 1994 2016

MGIC.com/social

Source: U.S. Census Bureau 1994 - 2016 Q2
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U.S. National Homeownership Rate

35 to 44 years

71

69

67

65

63

11.8 points lower

61

59

57

1994 2016

MGIC.com/social

Source: U.S. Census Bureau 1988 - 2016 Q2




MGIC

Homeownership Rate By Age Group

45.006 when they were 25-29 Years Old

30.0206 -

15.026 -

0.0%206 -
Ages 45-49 Ages 40-44 Ages 35-39 Ages 30-34 Ages 25-29

Ages reported are ages in 2012

Source: John Burns Consulting 2014



[ Actively —
45 looking
40 [1Next 1-2
35 years
- 30 B Next 3-5
C
§ 5c years
Q
220
15
10
0 |

18 - 34 year-olds

»

MGIC.com/social
Source: TD Money June 2016



I
(@)
(@)

(Thousands)

N
o
o

o

20-24 25-29
[ Moved to suburbs [ Moved to cities

‘\\\‘\'\\‘\‘ '
4 ) /

AV WS @ FOVIY T

MGICcom/somaI

Source: US Census Bureau, 2014
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Location of home purchased

80

70 -

LLLLE

Ul o))
o o
\ \

(percent)
N
o
|

30 -
20 -
10 -
O _
35 and younger 36 to 50 51 to 60 61 to 69 70+
M Suburb/Subdivision M Smalltown M Urban area/central city Rural area M Resort/Recreation area

MGIC.com/social

Source: NAR 2015 Home Buyer and Seller Generational Trends, April 2016



Millennials looking to buy
in next 5-years interested
In single family home

§

Y
Rt =

MG |IC.com/ so‘c'ill

Source: TD Bank June 2016



Type of home purchased

100 -
90 -
80 -

(percent)
(O]
o

. - - - N

3 d 36 to 50 1 to 60 61 to 69 70+
] &r?gr]e—¥§rl#\i %/ecietached © B Townhouse rovx?house [ E‘%art./Condo in 5+ unit%uilding

Duplex/Apart./Condo 2-4 unit M Other

MGIC.com/social

Source: NAR 2015 Home Buyer and Seller Generational Trends, April 2016
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Really"
L J li i|'| Signin  Register View Cart Subscribe Now b
m Magazine REwired Sections Events Resources Knowledge Videos u

Houswewie  El]je Mae: Millennials flock to FHA loans as credit
tightens

Generation showing preference to FHA-backed mortgages

August 9, 2016 Kelsey Ramirez

 37% of Millennial borrowers selected FHA in May
e Compared to 60% who went conventional
 Median FICO for Millennial closed loans = 722

MGIC.com/social




Consider & Compare

Down Payment

$5,250

$4,500

Base Loan Amount

$144,750

$145,500

MGIC
760 FICO




Consider & Compare

lowa Finance Authority

MGIC
760 FICO

$150,000 purchase HFA Preferred w/MGIC
7%
Down Payment $5,250 $4,500
Base Loan Amount $144,750 $145,500
fnancedintoloanamounty  $2533 0
Total Amount Borrowed $147,283 $145,500

L Si783less




Consider & Compare MGIC

lowa Finance Authority

$150,000 purchase HFA Preferred w/MGIC 760 FICO
7%
Down Payment $5,250 $4,500
Base Loan Amount $144,750 $145,500
financedinto loan amoun)  $25%3 0
Total Amount Borrowed $147,283 $145,500
Interest Rate 3.5% 3.75%

Monthly Ml Payment $102 $45




Consider & Compare MGIC

lowa Finance Authority

$150,000 purchase HFA Preferred w/MGIC 760 FICO
7%
Down Payment $5,250 $4,500
Base Loan Amount $144,750 $145,500
financedinto loan amoun)  $25%3 0
Total Amount Borrowed $147,283 $145,500
Interest Rate 3.5% 3.75%
Monthly Ml Payment $102 $45

Monthly Loan Payment (P&I+MI) $763 $709 & Lesspermonth




Consider & Compare MGIC

lowa Finance Authority

$150,000 purchase 9|;|__|5A;/0 HFA Preferred w/MGIC 760 FICO
97%
Down Payment $5,250 $4,500
Base Loan Amount $144,750 $145,500
financedintofoanamount) %553 0
Total Amount Borrowed $147,283 $145,500
Interest Rate 3.5% 3.75%
Monthly Ml Payment $102 $45
Monthly Loan Payment (P&I+MlI) $763 $709
assuming 3% annual appreciation
Est. Ml Cancellation Month Not Cancellable 61
“assuming canceliation $752 $664




Consider & Compare MGIC

lowa Finance Authority

$150,000 purchase HFA Preferred w/MGIC 660F|CO

97% FHA monthl
y
Down Payment $5,250 $4,500 savings = $50
Base Loan Amount $144,750 $145,500 Extra down payment
; + $750
(financed igg;ggﬁ Zﬁ?&% $2,533 $0 Upfront M
+ $2,533
Total Amount Borrowed $147,283 $145,500
Interest Rate 3.5% 3.75% Total = $3,283
Monthly Ml Payment $102 $143 $3.283 + $50 =
Monthly Loan Payment (P&I+MI) $763 $807 .5 years
assuming 3% annual appreciation
Est. Ml Cancellation Month Not Cancellable 61

Est. Pay.ment in5 yegrs $752 $664
assuming cancellation

MGIC.com/social



Four-Quarter Change: Purchase-Only Index
201502 - 20160Q2
United States = 5.6%

® Appreciation
0% or less

0.1% - 3.0%
3.1%-5.0%

10.1% or higher

MGIC.com/social

Source: FHFA U.S. House Prices august 24, 2016
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What if they can get
a gift of 1.5% to add
to the 3.5% FHA requires?




Consider & Compare

Down Payment

$5,250

$7,500

Base Loan Amount

$144,750

$142,500

MGIC
760 FICO




Consider & Compare

lowa Finance Authority

MGIC
760 FICO

$150,000 purchase HFA Preferred w/MGIC
95%
Down Payment $5,250 $7,500
Base Loan Amount $144,750 $142,500
fnancedintoloan amount) 5% 0
Total Amount Borrowed $147,283 $142,500




Consider & Compare MGIC

lowa Finance Authority

$150,000 purchase HFA Preferred w/MGIC 760 FICO
95%
Down Payment $5,250 $7,500
Base Loan Amount $144,750 $142,500

Upfront Premium

(financed into loan amount) $2,533 $0
Total Amount Borrowed $147,283 $142,500
Interest Rate 3.5% 3.75%

Monthly Ml Payment $102 $38




Consider & Compare MGIC

lowa Finance Authority

$150,000 purchase HFA Preferred w/MGIC 760 FICO
95%
Down Payment $5,250 $7,500
Base Loan Amount $144,750 $142,500

Upfront Premium

(financed into loan amount) $2,533 $0
Total Amount Borrowed $147,283 $142,500
Interest Rate 3.5% 3.75%
Monthly Ml Payment $102 $38

Monthly Loan Payment (P&I+MI) $763 $688




Consider & Compare MGIC

lowa Finance Authority

$150,000 purchase 9F6f'5A0/0 HFA Preferred w/MGIC 760 FICO
95%
Down Payment $5,250 $7,500
Base Loan Amount $144,750 $142,500
financed ntoloanamount)  $253 0
Total Amount Borrowed $147,283 $142,500
Interest Rate 3.5% 3.75%
Monthly Ml Payment $102 $38
Monthly Loan Payment (P&I+MI) $763 $688
assuming 3% annual appreciation
Est. Ml Cancellation Month Not Cancellable 57
“assuming canceliaton $752 $650




Consider & Compare MGIC

lowa Finance Authority

$150,000 purchase o HFA Prefg;: w/MGIC 760 FICO

FHA

Purchase Price $150,000 $167,000
Down Payment $5,250 $8,350
Base Loan Amount $144,750 $158,650
(financed iftvjz: ;ggfv 2’;";:";3 $2,533 20
Total Amount Borrowed $147,283 $158,650
Interest Rate 3.5% 3.75%
Monthly MI Payment $102 $42
Monthly Loan Payment (P&I+MI) $763 5766
assuming 3% annual appreciation
Est. Ml Cancellation Month | Not Cancellable 57
Est. Payment in 5-years $752 $724

or after cancellation
MGIC.com/social




R

48 Street, Des Moines, IA Southdale Dr, Des Moines, IA
2 beds e 1 bath e 1,554 sq ft 3 beds e 3 bath e 1,788 sq ft

MGIC.com/social
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Of older Millennials (25-34)
plan to buy in next 3-years

:’ = . ‘ i
A - B ; . .
-
>,
MGIC.com/social

Source: Freddie Mac Harris Poll Feb. 2016
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The Wave of First-Time Homebuyers

Births Underlying Each Generation

Number of U.S. births by year and generation

5 million
OO N 5%, — Most Millennials just
. entering first-home
buying years
2 silent
1 total births: Gen X [post-Millennial}
47 million 55m G1lm
1928 1946 1965 1981 1998 2012 Born in 1985 &

will turn 31 in 2016

Source: U.5. Dept. of Health and Human Services National Center for Health Statistics
PEW RESEARCH CENTER
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Homeownership to Rebound

B Owner-Occupants M Renters

2,000
[%2]
o
o
=)
< 1,500 -
=
o
O]
= 1,000 - 408
= 507
)]
>
£
500 -
— 892
g . I .
C
<
()] 0
Qo -222
0
< 500 1970s 1980s 1990s 2000s 2010-2014 2015-2020
projected

Source: US Census Bureau; Fannie Mae Economic & Strategic Research estimates and projections; 2016
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@mgic

mgic.com/mgicconnects

MGICvideos
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vance_edwards@mgic.com

www.linkedin.com/in/vanceedwards/

in

@VanceEdwards42

My electronic business card is available at: https://mgicO4.cardtapp.com/




