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TO OUR SHAREHOLDERS:

I am pleased to report that 2017 was another 

successful year for Essent in producing high 

quality and growing earnings, while also 

generating strong returns. For the year, we earned 

$380 million or $3.99 per diluted share compared 

to net income of $223 million, or $2.41 per diluted 

share in 2016. Our return on average equity for 

2017 was 23%. Our financial results for 2017 reflect the impact of 

U.S. tax reform legislation enacted in December, which lowered the 

U.S. statutory corporate tax rate from 35% to 21%. This change in 

tax rates required us to re-measure our deferred tax assets and 

liabilities as of the enactment date, resulting in a one-time $85.1 

million benefit to net income.

Our strong financial performance continues to be driven primarily 

by growth in our insurance in force, which raises our profitability 

through increased premiums earned and additional operating 

leverage. During 2017, our insurance in force increased 33% to $110 

billion as of December 31, 2017, from $83 billion at the end of 2016. 

This growth resulted in net premiums earned increasing by 25% 

year-over-year to $530 million in 2017, from $423 million in 2016. 

Additionally, as our insured portfolio grows, we continue to improve 

our operating leverage, with our expense ratio decreasing to 27.5% 

in 2017 from 30.9% in 2016. 

We continue to be pleased with our insured portfolio’s credit 

performance and characteristics, ending the year with a weighted 

average FICO of 747 and original loan-to-value ratio of 92%. On 

a full year basis, our total loss provision was $27 million in 2017, 

compared to $16 million for 2016. This year’s financial results reflect 

the impacts of Hurricanes Harvey and Irma which occurred during 

the third quarter primarily affecting certain regions in Texas and 

Florida. At year end 2017, we reported 4,783 defaults, of which 2,288 

defaults were identified as being hurricane-related. During the fourth 

quarter we recorded a loss provision of approximately $11 million 

associated with those hurricane-related defaults. While our master 

policy does include property damage protections in connection with 

such catastrophes, we believe that some of the hurricane-related 

defaults will ultimately result in a claim payment.

Consistent with our long-term view of insuring mortgage credit risk, 

we have built a strong balance sheet and capital position, ending 

2017 with $2.7 billion in total assets and over $1.9 billion of GAAP 

equity. During the year, we enhanced our capital flexibility by 

increasing our credit facility to $375 million from $200 million by 

issuing $125 million of term loans and increasing the revolving 

portion of the facility to $250 million. Additionally, we raised $200 

million in common equity during the third quarter. As of year end, 

we had $125 million of term loans and $125 million of borrowings 

outstanding on the revolving credit facility. Since the founding 

of Essent, we have consistently managed our capital position by 

executing upon strategies that we believe best support our growth 

and optimize flexibility. 

 

As the mortgage insurance industry is levered to U.S. housing and 

the economy, during 2017 we remained pleased with trends such as 

demand for housing outpacing supply, a growing economy and low 

unemployment rates. Demographics such as the millennials entering 

their peak home buying years continued to drive purchase mortgage 

volume. This is positive for our industry since there is higher 

utilization of private mortgage insurance on purchase mortgages 

versus refinance mortgages. As a result, industry new insurance 

written, or NIW, in 2017 was robust, approximating $270 billion, 

with Essent’s NIW share totaling $43.9 billion in 2017.

Our industry remains competitive, and private mortgage insurance 

pricing was relatively stable in 2017. Our average earned premium 

rate for 2017 was 53 basis points, compared to 57 basis points 

in 2016. The decrease in the earned premium rate for 2017 

was primarily driven by a lower level of single premium policy 

cancellations relative to 2016.

Essent Re, our Bermuda reinsurance company, continues to provide 

another platform to invest in U.S. mortgage credit risk. Essent Re’s 

two primary businesses are reinsuring our core U.S. mortgage 

insurance business through a 25% affiliate quota share arrangement 

and participating in GSE risk share transactions, including Freddie 

Mac’s Agency Credit Insurance Structure (ACIS) deals and Fannie 

Mae’s Credit Insurance Risk Transfer (CIRT) deals. At year end, 

Essent Re had $6.3 billion of risk in force and GAAP equity of $663 

million, compared to $4.2 billion and $401 million, respectively, at 

the end of 2016. 
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Net Income Return On 
Average Equity 
(Annualized)

Net Premiums Earned

On the Washington, D.C. front, during the year we continued 

supporting our industry’s trade organization, U.S. Mortgage Insurers 

(USMI), in promoting the benefits of private mortgage insurance 

to policymakers and other housing constituencies. As legislative 

discussions around the future of housing finance and GSE reform 

continue, we believe that our industry can play a greater role where 

more institutional private capital can be deployed to support a strong 

and robust housing finance system while also lowering taxpayer risk. 

Heading into 2018, we remain positive about housing and Essent’s 

prospects, and plan to continue expanding our core U.S. mortgage 

insurance franchise by signing up new customers, increasing 

utilization at existing customers and providing best in class service. 

Additionally, Essent, along with USMI and the rest of our industry, will 

continue to work with the Federal Housing Finance Agency and the 

GSEs regarding the expected 2018 update of the Private Mortgage 

Insurers Eligibility Requirements (PMIERs). We anticipate the updated 

PMIERs becoming effective in the fourth quarter of 2018.

In closing, I am very proud of our Company and our employees for the 

progress we continued to make in 2017. Focused on a long-term view 

of the business, our management team and Board of Directors remain 

committed to prudently and profitably insuring long-tail mortgage 

credit risk. We are excited about our industry and the prospects of 

continuing to grow Essent’s franchise and insured portfolio while 

delivering high quality earnings growth and generating strong returns 

for our shareholders. Thank you for your confidence in us and for 

investing in Essent. 

Mark A. Casale 
Chairman and Chief Executive Officer
March 2018

ADDITIONAL FINANCIAL HIGHLIGHTS FOR FULL YEAR 2017 

•  Net premiums earned were $530.1 million, compared to $422.7 
million for 2016.

•  An expense ratio of 27.5%, compared to 30.9% for 2016.

•  Percentage of loans in default was 0.96%, compared to 0.47%  
at the end of 2016.

•  A combined ratio of 32.6%, compared to 34.5% for 2016.

NET PREMIUMS EARNED AND NET INCOME
($ Millions)

Insurance In ForceNew Insurance Written

INSURANCE IN FORCE AND NEW INSURANCE WRITTEN
($ Billions)
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700+
85.6%

≤90.00%
43.2%

≥95.01%
7.6%

Below 680
6.1%

680-699
8.3%

15.6%
2015

27.4%
2016

$577 Million 2017
$458 Million 2016

BBB+

REVENUES

HIGH QUALITY INSURANCE PORTFOLIO

2.9%
2012 & Prior

90.01-95.00%
49.2%

 

38.1%
2017

BY THE NUMBERS
2017

INSURANCE IN FORCE

NET INCOME

LTV

FICO

ESSENT REINSURANCE LTD. NET RISK IN FORCE

FINANCIAL STRENGTH

$1.9
EQUITY

BILLIONBaa1

$110
BILLION

$83
BILLION

(As of 12.31)

(As of 12.31)
(As of 12.31.17)
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2016

2017

2016

S&P: Essent Guaranty, Inc. and
Essent Reinsurance Ltd. 

MOODY’S: Essent Guaranty, Inc.

$223 Million

$380 Million

14.2:1

COMBINED
RISK-TO-CAPITAL

VINTAGE

$4.2 BILLION (2016)

6.2%
2013

9.8%
2014

$6.3 BILLION (2017)
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TO OUR SHAREHOLDERS:

I am pleased to report that 2017 was another 

successful year for Essent in producing high 

quality and growing earnings, while also 

generating strong returns. For the year, we earned 

$380 million or $3.99 per diluted share compared 

to net income of $223 million, or $2.41 per diluted 

share in 2016. Our return on average equity for 

2017 was 23%. Our financial results for 2017 reflect the impact of 

U.S. tax reform legislation enacted in December, which lowered the 

U.S. statutory corporate tax rate from 35% to 21%. This change in 

tax rates required us to re-measure our deferred tax assets and 

liabilities as of the enactment date, resulting in a one-time $85.1 

million benefit to net income.

Our strong financial performance continues to be driven primarily 

by growth in our insurance in force, which raises our profitability 

through increased premiums earned and additional operating 

leverage. During 2017, our insurance in force increased 33% to $110 

billion as of December 31, 2017, from $83 billion at the end of 2016. 

This growth resulted in net premiums earned increasing by 25% 

year-over-year to $530 million in 2017, from $423 million in 2016. 

Additionally, as our insured portfolio grows, we continue to improve 

our operating leverage, with our expense ratio decreasing to 27.5% 

in 2017 from 30.9% in 2016. 

We continue to be pleased with our insured portfolio’s credit 

performance and characteristics, ending the year with a weighted 

average FICO of 747 and original loan-to-value ratio of 92%. On 

a full year basis, our total loss provision was $27 million in 2017, 

compared to $16 million for 2016. This year’s financial results reflect 

the impacts of Hurricanes Harvey and Irma which occurred during 

the third quarter primarily affecting certain regions in Texas and 

Florida. At year end 2017, we reported 4,783 defaults, of which 2,288 

defaults were identified as being hurricane-related. During the fourth 

quarter we recorded a loss provision of approximately $11 million 

associated with those hurricane-related defaults. While our master 

policy does include property damage protections in connection with 

such catastrophes, we believe that some of the hurricane-related 

defaults will ultimately result in a claim payment.

Consistent with our long-term view of insuring mortgage credit risk, 

we have built a strong balance sheet and capital position, ending 

2017 with $2.7 billion in total assets and over $1.9 billion of GAAP 

equity. During the year, we enhanced our capital flexibility by 

increasing our credit facility to $375 million from $200 million by 

issuing $125 million of term loans and increasing the revolving 

portion of the facility to $250 million. Additionally, we raised $200 

million in common equity during the third quarter. As of year end, 

we had $125 million of term loans and $125 million of borrowings 

outstanding on the revolving credit facility. Since the founding 

of Essent, we have consistently managed our capital position by 

executing upon strategies that we believe best support our growth 

and optimize flexibility. 

 

As the mortgage insurance industry is levered to U.S. housing and 

the economy, during 2017 we remained pleased with trends such as 

demand for housing outpacing supply, a growing economy and low 

unemployment rates. Demographics such as the millennials entering 

their peak home buying years continued to drive purchase mortgage 

volume. This is positive for our industry since there is higher 

utilization of private mortgage insurance on purchase mortgages 

versus refinance mortgages. As a result, industry new insurance 

written, or NIW, in 2017 was robust, approximating $270 billion, 

with Essent’s NIW share totaling $43.9 billion in 2017.

Our industry remains competitive, and private mortgage insurance 

pricing was relatively stable in 2017. Our average earned premium 

rate for 2017 was 53 basis points, compared to 57 basis points 

in 2016. The decrease in the earned premium rate for 2017 

was primarily driven by a lower level of single premium policy 

cancellations relative to 2016.

Essent Re, our Bermuda reinsurance company, continues to provide 

another platform to invest in U.S. mortgage credit risk. Essent Re’s 

two primary businesses are reinsuring our core U.S. mortgage 

insurance business through a 25% affiliate quota share arrangement 

and participating in GSE risk share transactions, including Freddie 

Mac’s Agency Credit Insurance Structure (ACIS) deals and Fannie 

Mae’s Credit Insurance Risk Transfer (CIRT) deals. At year end, 

Essent Re had $6.3 billion of risk in force and GAAP equity of $663 

million, compared to $4.2 billion and $401 million, respectively, at 

the end of 2016. 

Christopher G. Curran

Theodore Gray William P. Higgins
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