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Testimony of Teresa Bryce, President of Radian Guaranty Inc. 

Hearing on Systemic Risk and Insurance – June 16, 2009 

 

Bryce represents the Mortgage Insurance Companies of America and argues that 

insurance plays an important role in mitigating risks.  Mortgage insurance (MI) does not pose 

systemic risk, which can be seen by the ability of mortgage insurers to continue to pay claims 

and help stabilize the financial system.  There is a strong reserve and regulatory structure that has 

allowed MI to reduce financial instability.  Primarily, state-imposed reserve requirements allow 

the industry to function under heavy financial stress.  The most important type of reserve that 

mortgage insurers keep is the contingency reserve. Half of each premium dollar earned goes to 

this reserve and cannot be used for ten years, which allows companies to accumulate substantial 

reserves.  Mortgage insurers also are required to hold case-basis loss reserves, which are created 

for losses on individual policies, and unearned premium reserves, which are premiums received 

for the term of a policy and earned over time. These reserves provide counter-cyclical support 

and ensure stability during heavy stress times.  Additionally, states have established a multitude 

of regulations to protect policyholders.  MI is helpful in the housing recovery because it 

responsibly expands the number of new homebuyers and restores investor confidence in the 

economy.  MI provides for lower down payments on homes and provides banks with additional 

capital which frees up some bank assets to support more mortgage lending.     

Bryce concludes that MI does not pose systemic risk.  She supports the state-based 

system of regulations because it prevents systemic risk in MI.  She supports regulation of 

systemic risk in the broader financial arena.   

 


