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Information contained herein is subject to completion or amendment. A registration statement relating to these securities has been filed
with the SEC. These securities may not be sold nor may offers to buy be accepted prior to the time the registration statement becomes
effective. This document shall not constitute an offer to sell or the solicitation of any offer to buy nor shall there be any sale of these
securities in any jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration or qualification under the
securities laws of any such jurisdiction.

MERGER PROPOSED�YOUR VOTE IS VERY IMPORTANT

Dear Stockholder,

         On March 31, 2014, SWS Group, Inc. ("SWS") agreed to merge with and into Peruna LLC, a wholly owned subsidiary of Hilltop
Holdings Inc. ("Hilltop") with Peruna LLC surviving the merger as a wholly owned subsidiary of Hilltop. We are sending you this proxy
statement/prospectus to invite you to attend a special meeting of SWS stockholders being held to vote on the merger agreement and to ask you to
vote at the special meeting in favor of the merger agreement.

         In the merger, each share of SWS common stock will be converted into the right to receive (i) 0.2496 shares of Hilltop common stock, par
value $0.01 per share, and (ii) $1.94 in cash. The value of the merger consideration will fluctuate with the market price of Hilltop common
stock, and will not be known at the time you vote on the merger. Hilltop common stock is currently quoted on the New York Stock
Exchange under the symbol "HTH." On July 2, 2014, the last practicable trading day before the date of this proxy statement/prospectus, the
merger consideration of $1.94 in cash and 0.2496 Hilltop shares represented approximately $7.27 in value for each share of SWS common stock.
We urge you to obtain current market quotations for Hilltop common stock.

         Based on the current number of shares of SWS common stock outstanding and reserved for issuance under employee benefit plans, Hilltop
expects to issue approximately 10.3 million shares of common stock, par value $0.01 per share, to SWS stockholders in the aggregate upon
completion of the merger. Based on these numbers, upon completion of the merger, current SWS stockholders would own approximately 10% of
the common stock of Hilltop immediately following the merger. However, any increase or decrease in the number of shares of SWS common
stock outstanding that occurs for any reason prior to the completion of the merger would cause the actual number of shares issued upon
completion of the merger to change.

         SWS will hold a special meeting of its stockholders in connection with the merger. SWS stockholders will be asked to vote to approve the
merger agreement and related matters as described in this proxy statement/prospectus. We cannot complete the merger unless the stockholders of
SWS approve the proposal. An affirmative vote of a majority of the outstanding shares of SWS common stock entitled to vote as of the record
date is required to adopt the merger agreement.

         The special meeting of the stockholders of SWS will be held at            , at            , local time, on    , 2014.

The SWS board of directors (other than Messrs. Gerald J. Ford and J. Taylor Crandall, who recused themselves), upon the
unanimous recommendation of the special committee of the SWS board of directors, has determined that the merger agreement and the
transactions contemplated thereby, including the merger, are advisable and fair to and in the best interests of the SWS stockholders
(other than Hilltop), and recommends that the SWS stockholders adopt the merger agreement.

The obligations of Hilltop and SWS to complete the merger are subject to the satisfaction or waiver of several conditions set forth
in the merger agreement. More information about Hilltop, SWS, the special meeting, the merger agreement and the merger is contained
in this proxy statement/prospectus. SWS encourages you to read the entire proxy statement/prospectus carefully, including the section
entitled "Risk Factors" beginning on page 32. You can also obtain information about SWS and Hilltop from documents that each has
filed with the Securities and Exchange Commission (see the section entitled "Where You Can Find More Information").

James H. Ross
President and Chief Executive Officer
SWS Group, Inc.
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Neither the Securities and Exchange Commission nor any state securities commission or bank regulatory agency has approved or
disapproved of the merger or the Hilltop common stock to be issued under this proxy statement/prospectus or the other transactions
described in this proxy statement/prospectus or passed upon the accuracy or adequacy of this proxy statement/prospectus. Any
representation to the contrary is a criminal offense.

The securities to be issued in the merger are not savings and deposit accounts and are not insured by the Federal Deposit
Insurance Corporation, or any other governmental agency.

         The date of this proxy statement/prospectus is                , 2014, and it is first being mailed or otherwise delivered to SWS stockholders on
or about                , 2014.
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NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
TO BE HELD ON                , 2014

To the stockholders of SWS Group, Inc.:

         On                    , 2014, SWS Group, Inc. ("SWS") will hold a special meeting of stockholders in            at            , local time, at             , to
consider and vote upon the following matters:

�
a proposal to adopt and approve the Agreement and Plan of Merger, dated as of March 31, 2014, by and among Hilltop
Holdings Inc., Peruna LLC, a wholly owned subsidiary of Hilltop, and SWS (the "merger proposal");

�
a proposal to approve, on a non-binding, advisory basis, compensation that may be paid or would be payable to SWS's
named executive officers in connection with the merger (the "compensation proposal"); and

�
a proposal to approve the adjournment of the special meeting, if necessary or appropriate, to solicit additional proxies, in the
event that there are not sufficient votes at the time of the special meeting to approve the merger proposal (the "adjournment
proposal").

         The approval by SWS stockholders of the merger proposal is required for the completion of the merger described in this proxy
statement/prospectus.

         SWS will transact no other business at the SWS special meeting except such business as may properly be brought before the SWS special
meeting or any adjournment or postponement thereof. Please refer to elsewhere in this proxy statement/prospectus for further information with
respect to the business to be transacted at the SWS special meeting.

         The SWS board of directors has fixed the close of business on                , 2014, as the record date for the SWS special meeting. Only SWS
stockholders of record at that time are entitled to notice of, and to vote at, the special meeting, or any adjournment or postponement of the
special meeting.

         Approval of the merger proposal requires the affirmative vote of a majority of the shares of SWS common stock outstanding on the record
date for the SWS special meeting. Approval of the compensation proposal and the adjournment proposal require, in each case, the affirmative
vote of a majority of the shares of SWS common stock represented in person or by proxy at the SWS special meeting and entitled to vote on
such proposal.

Your vote is important. Whether or not you plan to attend the SWS special meeting, we urge you to vote your shares as promptly
as possible by (1) accessing the internet site listed on your proxy card, (2) calling the toll-free number listed on your proxy card, or
(3) signing and returning the enclosed proxy card in the postage-paid envelope provided, so that your shares may be represented and
voted at the SWS special meeting. You may revoke your proxy at any time before the vote at the special meeting by following the
procedures outlined in this proxy statement/prospectus. If your shares are held in the name of a bank, broker or other nominee, please follow
the voting instructions furnished by the record holder.

The SWS board of directors (other than Messrs. Gerald J. Ford and J. Taylor Crandall, who recused themselves), upon the
unanimous recommendation of the special committee of the SWS board of directors, has approved and adopted the merger agreement,
has determined that the merger agreement and the transactions contemplated thereby, including the merger, are advisable and fair to
and in the best interests of the SWS stockholders, and recommends that SWS stockholders vote "FOR" the merger proposal, "FOR"
the compensation proposal and "FOR" the adjournment proposal.

         This proxy statement/prospectus provides a detailed description of the special meeting, the merger, the documents related to the merger
and other related matters. We urge you to read this proxy statement/prospectus and its annexes carefully and in their entirety.
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By Order of the Board of Directors

Allen R. Tubb
Executive Vice President, General Counsel and Secretary

Dallas, Texas
                  , 2014
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 REFERENCES TO ADDITIONAL INFORMATION

This proxy statement/prospectus incorporates by reference important business and financial information about SWS from
documents that are not included in or delivered with this proxy statement/prospectus. You can obtain documents incorporated by
reference in this proxy statement/prospectus, other than certain exhibits to those documents, free of charge through the Securities and
Exchange Commission website (http://www.sec.gov) or by requesting them in writing or by telephone from SWS at the following
address:

SWS Group, Inc.
1201 Elm Street, Suite 3500

Dallas, Texas 75270
Attention: Investor Relations
Telephone: (214) 859-1800

You will not be charged for any of these documents that you request. SWS stockholders requesting documents should do so
by            , 2014, in order to receive them before the special meeting.

        Hilltop is not currently eligible under the SEC's rules to incorporate by reference documents into this proxy statement/prospectus.
Accordingly, much of the information that SWS has incorporated by reference, such as the description of its business, management's discussion
and analysis of financial condition and results of operations, and its consolidated financial statements, is, with respect to Hilltop, fully set forth in
this proxy statement/prospectus, principally in the section entitled "Information About the Companies�Hilltop" beginning on page 66 and the
Hilltop consolidated financial statements beginning on page F-1.

        You should rely only on the information contained in or incorporated by reference into this proxy statement/prospectus. No one has been
authorized to provide you with information that is different from that contained in, or incorporated by reference into, this proxy
statement/prospectus. This proxy statement/prospectus is dated                , 2014, and you should assume that the information in this proxy
statement/prospectus is accurate only as of such date. Neither the mailing of this proxy statement/prospectus to SWS stockholders nor the
issuance by Hilltop of shares of Hilltop common stock in connection with the merger will create any implication to the contrary.

This proxy statement/prospectus does not constitute an offer to sell, or a solicitation of an offer to buy any securities, or the
solicitation of a proxy, in any jurisdiction to or from any person to whom it is unlawful to make any such offer or solicitation in such
jurisdiction. Except where the context otherwise indicates, information contained in this proxy statement/prospectus regarding SWS has
been provided by SWS and information contained in this proxy statement/prospectus regarding Hilltop has been provided by Hilltop.

        See "Where You Can Find More Information" included elsewhere in this proxy statement/prospectus.

Edgar Filing: Hilltop Holdings Inc. - Form S-4/A

7



Table of Contents

 TABLE OF CONTENTS

Page
QUESTIONS AND ANSWERS iv
SUMMARY 1
The Companies 1
Risk Factors 1
The Merger 2
Recommendation of the SWS Board of Directors 2
Opinion of Financial Advisor to the Special Committee 2
What Holders of SWS Equity-Based Awards Will Receive 3
SWS Will Hold Its Special Meeting on                , 2014 3
Hilltop's Relationship with SWS 4
The Oak Hill Letter Agreement 5
The Merger is Intended to Be Tax-Free to Holders of SWS Common Stock as to the Shares of Hilltop Common Stock They Receive 5
Interests of SWS Directors and Executive Officers in the Merger 5
Appraisal/Dissenters' Rights 7
Regulatory Approvals Required for the Merger 7
No Solicitation 8
Conditions that Must be Satisfied or Waived for the Merger to Occur 8
Termination of the Merger Agreement 8
Expenses and Termination Fees 9
The Rights of SWS Stockholders Will Change as a Result of the Merger 10
Litigation Relating to the Merger 10
SELECTED HISTORICAL CONSOLIDATED FINANCIAL DATA FOR HILLTOP 11
SELECTED HISTORICAL CONSOLIDATED FINANCIAL DATA FOR SWS 14
HILLTOP HOLDINGS INC. UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION 15
UNAUDITED COMPARATIVE PER SHARE DATA 30
COMPARATIVE MARKET PRICES AND DIVIDENDS 31
RISK FACTORS 32
Risk Factors Relating to the Merger 32
Risk Factors Relating to Hilltop's Business 39
Risks Related to Hilltop's Substantial Cash Position and Related Strategies for its Use 55
Risks Related to Hilltop's Common Stock 56
FORWARD LOOKING STATEMENTS 60
THE SWS SPECIAL MEETING 62
Matters to be Considered 62
Proxies 62
Participants in the SWS 401(k) Plan 63
Solicitation of Proxies 63
Record Date 63
Quorum 63
Vote Required 63
Shares Held by Officers and Directors 64
Shares Held by Hilltop 64
Recommendation of the SWS Board of Directors 64
Attending the Special Meeting 65
Delivery of Proxy Materials 65
Appraisal/Dissenter's Rights 65

i

Edgar Filing: Hilltop Holdings Inc. - Form S-4/A

8



Table of Contents

Page
PROPOSALS SUBMITTED TO SWS STOCKHOLDERS 67
Adoption and Approval of the Merger Agreement (Proposal 1) 67
Non-Binding Advisory Vote Approving Compensation (Proposal 2) 67
Approval of the Adjournment or Postponement of the SWS Special Meeting (Proposal 3) 68
INFORMATION ABOUT THE COMPANIES�HILLTOP 69
Business 69
Properties 106
Legal Proceedings 107
Market for Hilltop's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities. 107
Selected Financial Data 109
Management's Discussion and Analysis of Financial Condition and Results of Operations. 109
Quantitative and Qualitative Disclosures About Market Risk. 175
Financial Statements and Supplementary Data. 180
Changes in and Disagreements With Accountants on Accounting and Financial Disclosure. 180
Directors, Executive Officers and Corporate Governance. 180
Compensation Discussion and Analysis 198
Executive Compensation 211
Certain Relationships and Related Party Transactions 226
Principal Stockholders of Hilltop 230
Security Ownership of Hilltop Management 230
INFORMATION ABOUT THE COMPANIES�SWS 233
INFORMATION ABOUT THE COMPANIES�PERUNA LLC 233
THE MERGER 234
Terms of the Merger 234
Background of the Merger 234
SWS's Reasons for the Merger 248
Hilltop's Reasons for the Merger 253
Opinion of Sandler O'Neill & Partners,  L.P. 253
Certain SWS Prospective Financial Information 264
Public Trading Markets 267
Appraisal / Dissenters' Rights 267
Regulatory Approvals Required for the Merger 270
Interests of SWS Directors and Executive Officers in the Merger 272
Indemnification of SWS Directors and Officers and Continuation of Directors' and Officers' Insurance 277
Hilltop's Relationship with SWS 277
Oak Hill Letter Agreement 278
Litigation Relating to the Merger 278
THE MERGER AGREEMENT 280
Structure of the Merger 280
Treatment of SWS Restricted Shares and Deferred Shares 281
Treatment of Warrants 281
Closing of the Merger 281
Hilltop Board of Directors Following Completion of the Merger 282
Conversion of Shares; Exchange of Certificates 282
Representations and Warranties 283
Covenants and Agreements 285
No Solicitation 289
Change in Recommendation 290

ii

Edgar Filing: Hilltop Holdings Inc. - Form S-4/A

9



Table of Contents

Page
Conditions to Completion of the Merger 291
Termination of the Merger Agreement 292
Termination Fee 292
Effect of Termination 293
Expenses and Fees 293
Amendment, Waiver and Extension of the Merger Agreement 293
ACCOUNTING TREATMENT OF THE MERGER 293
UNITED STATES FEDERAL INCOME TAX CONSEQUENCES OF THE MERGER 294
DESCRIPTION OF HILLTOP CAPITAL STOCK 298
Authorized Capital Stock 298
Common Stock 298
Preferred Stock 299
Listing 300
COMPARISON OF STOCKHOLDERS' RIGHTS 301
LEGAL MATTERS 313
EXPERTS 313
OTHER MATTERS 313
DEADLINE FOR SUBMITTING STOCKHOLDER PROPOSALS 313
STOCKHOLDERS SHARING AN ADDRESS 314
WHERE YOU CAN FIND MORE INFORMATION 315
Financial Statements

F-1
Annex A�Agreement and Plan of Merger, Dated as of March 31, 2014, by and among SWS Group, Inc., Hilltop Holdings Inc. and
Peruna LLC A-1
Annex B�Opinion of Sandler O'Neill & Partners, L.P. B-1
Annex C�Section 262 of the General Corporation Law of the State of Delaware C-1
Part II�Information Not Required in Prospectus II-1
Exhibit Index i

iii

Edgar Filing: Hilltop Holdings Inc. - Form S-4/A

10



Table of Contents

 QUESTIONS AND ANSWERS

The following are answers to certain questions that you may have regarding the SWS special meeting. We urge you to read carefully the
remainder of this proxy statement/prospectus because the information in this section may not provide all the information that might be important
to you in determining how to vote. Additional important information is also contained in the annexes to, and the documents incorporated by
reference into, this proxy statement/prospectus. See "Where You Can Find More Information" included elsewhere in this proxy
statement/prospectus.

Q:
What is the merger?

A:
Hilltop and SWS have entered into an Agreement and Plan of Merger, dated as of March 31, 2014 (which we refer to as the "merger
agreement"). Under the merger agreement, SWS will be merged with and into Hilltop's wholly owned subsidiary, Peruna LLC (which
we refer to as the "merger"). Peruna LLC will be the surviving entity in the merger. Immediately following the completion of the
merger, SWS's wholly owned bank subsidiary, Southwest Securities, FSB, will merge with and into Hilltop's wholly owned bank
subsidiary, PlainsCapital Bank (which we refer to as the "bank merger"). PlainsCapital Bank will be the surviving bank in the bank
merger. A copy of the merger agreement is included as Annex A to this proxy statement/prospectus. The merger cannot be completed
unless, among other things, SWS stockholders approve the merger proposal to approve the merger agreement.

Q:
Why am I receiving this document?

A:
This document is a proxy statement of SWS to solicit proxies from its stockholders in connection with their vote to approve and adopt
the merger agreement, and certain related matters. In addition, this document constitutes a prospectus for SWS stockholders because
Hilltop is offering shares of its common stock to be issued in partial exchange for shares of SWS common stock in the merger.

Q:
What are holders of SWS common stock being asked to vote on?

A:
SWS stockholders are being asked to vote on a proposal to approve and adopt the merger agreement (the "merger proposal"), a
proposal to approve, on a non-binding, advisory basis, compensation that may be paid or would be payable to SWS's named executive
officers in connection with the merger (the "compensation proposal"), and a proposal to approve the adjournment of the SWS special
meeting, if necessary or appropriate, to solicit additional proxies in the event that there are not sufficient votes at the time of the
special meeting to approve the merger proposal (the "adjournment proposal").

Q:
What will holders of SWS common stock receive in the merger?

A:
If the merger is completed, holders of SWS common stock will receive (i) 0.2496 shares of Hilltop common stock and (ii) $1.94 in
cash for each share of SWS common stock that they hold immediately prior to the merger. No fractional shares of Hilltop common
stock will be issued in connection with the merger. A holder of SWS common stock who otherwise would have received a fraction of a
share of Hilltop common stock will instead receive an amount in cash reflecting the market value of the fractional share of Hilltop
common stock based upon the average of the high and low sales prices of Hilltop common stock on the New York Stock Exchange on
each of the five consecutive trading days ending on the trading day that is two trading days prior to the closing date of the merger.

iv
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Q:
Will the value of the merger consideration change between the date of this proxy statement/prospectus and the time the
merger is completed?

A:
Because the number of shares of Hilltop common stock that SWS stockholders will receive for each share of SWS common stock as
the stock component of the merger consideration is fixed, the value of the merger consideration may fluctuate between the date of this
proxy statement/prospectus and the SWS special meeting, and between the special meeting and the completion of the merger, based
upon the market value for Hilltop common stock. In the merger, SWS stockholders will receive cash and a fraction of a share of
Hilltop common stock for each share of SWS common stock they hold. Any fluctuation in the market price of Hilltop stock will
change the value of the shares of Hilltop common stock that SWS stockholders will receive.

Q:
How will the merger affect outstanding SWS restricted shares and deferred shares?

A:
Restricted Shares.    Each restricted share of SWS common stock granted prior to the date of the merger agreement will vest in full at
the effective time of the merger, and the holders of such restricted shares will be entitled to receive the merger consideration for each
such share on the same basis as SWS stockholders generally, less applicable withholding taxes, which will be withheld first from the
cash portion of the merger consideration payable in respect of each such share. As of June 30, 2014, 417,137 unvested restricted shares
of SWS common stock were outstanding. The merger agreement permits SWS to grant, prior to the effective time of the merger,
restricted shares of SWS common stock to certain executive officers and key employees, as specified in the merger agreement and as
provided under the applicable SWS bonus plans, and to non-employee directors of SWS, in each case, in accordance with the terms set
forth in the merger agreement. Any such restricted shares that are granted to executive officers and key employees of SWS will be
converted into restricted shares of Hilltop as of the effective time of the merger (with the number of Hilltop shares determined based
on the value of the merger consideration), and will be subject to accelerated vesting on termination of employment by the employer
without "cause" (as defined in the merger agreement) following the effective time of the merger. It is expected that additional awards
of restricted shares of SWS common stock will be awarded to the following SWS non-employee directors: Robert A. Buchholz;
Brodie L. Cobb; J. Taylor Crandall; Christie S. Flanagan; Gerald J. Ford; Larry A. Jobe; Tyree B. Miller; Dr. Mike Moses; and Joel T.
Williams III; and to the following SWS executive officers and key employees: James H. Ross; Robert A. Chereck; Daniel R. Leland;
Richard H. Litton; W. Norman Thompson; Allen R. Tubb; J. Michael Edge; Larry G. Tate; Anton Berends; and Lana Calton. The
amount of each individual's award has not been determined at this time. The award to each SWS non-employee director will have a
grant date fair market value not exceeding $35,000. The awards to SWS executive officers and key employees will have an aggregate
grant date fair market value not exceeding $2,750,000 and in no event will exceed 350,000 restricted shares of SWS common stock in
total.

Deferred Shares.    As of the effective time of the merger, each deferred share of SWS common stock reflected in participant accounts
under SWS deferred compensation plans will be converted into 0.3328 of a deferred share of Hilltop common stock (i.e., the sum of
the portion of the merger consideration paid in Hilltop common stock and a number of shares of Hilltop common stock with a value as
of immediately prior to the date of the merger agreement that is equal to the portion of the merger consideration paid in cash).
Following the effective time of the merger, any such deferred shares that are not vested will continue to vest in accordance with the
original terms of the SWS deferred shares and will vest in full on termination of employment by the employer without "cause" (as
defined in the merger agreement) following the effective time of the merger. Hilltop deferred shares will be distributed in accordance
with the terms of the applicable plan and the participants' individual elections. As of June 30, 2014, 310,941 deferred shares of SWS
common stock were outstanding.

v
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For more information about these restricted and deferred shares, see "The Merger�Interests of SWS Directors and Executive Officers in
the Merger".

Q:
What interests do SWS's directors and executive officers have in the merger that are different from, or in addition to, those of
SWS stockholders generally?

A:
SWS stockholders should be aware that SWS's directors and executive officers have interests in the merger that are different from, or
in addition to, those of SWS stockholders generally. These interests may create potential conflicts of interest. SWS's board of directors
was aware of these interests and considered these interests, among other matters, when making its decision to approve the merger
agreement, and in recommending that SWS stockholders vote in favor of approving the merger proposal and the compensation
proposal. For purposes of the SWS agreements and plans described below, the completion of the transactions contemplated by the
merger agreement will constitute a change of control. These interests include the following:

�
All outstanding restricted shares of SWS common stock granted prior to the date of the merger agreement will vest
in full in connection with the merger and each holder will receive the merger consideration in exchange for each
such restricted share. In addition, the vesting of outstanding deferred shares of SWS common stock will accelerate
in full on termination of employment by the employer without "cause" (as defined in the merger agreement)
following the effective time of the merger. The estimated value of such accelerated vesting of the restricted and
deferred shares currently held by the executive officers in aggregate is $2,860,893. For the estimated value of such
accelerated vesting for each individual executive officer, see "The Merger�Interests of SWS Directors and
Executive Officers in the Merger";

�
Between the date of the merger agreement and the effective time of the merger, SWS may grant certain executive
officers and key employees of SWS, as specified in the merger agreement, additional restricted shares of SWS
common stock, as provided under the applicable SWS bonus plans and otherwise in the ordinary course of
business and consistent with past practice, with an aggregate grant date value not to exceed $2,750,000 and in an
aggregate number of shares not to exceed 350,000, which will be converted into restricted shares of Hilltop as of
the effective time of the merger, and will be subject to accelerated vesting on termination of employment by the
employer without "cause" (as defined in the merger agreement) following the effective time of the merger;

�
Between the date of the merger agreement and the effective time of the merger, SWS may grant non-employee
directors of SWS additional restricted shares of SWS common stock in the ordinary course of business consistent
with past practice with a grant date value not to exceed $35,000 per director;

�
Executive officers and other employees of SWS are entitled to cash severance in accordance with SWS's severance
practice on termination of employment by the employer without "cause" (as defined in the merger agreement) at
any time on or prior to December 31, 2015. The estimated value of such cash severance for the executive officers
in aggregate is $816,154. For the estimated value of such cash severance for each individual executive officer, see
"The Merger�Interests of SWS Directors and Executive Officers in the Merger";

�
SWS may provide cash retention and/or severance payments (in addition to the severance payments described
above) to its executive officers (and other employees) in an aggregate amount not to exceed $5 million in
accordance with the terms of the merger agreement. The allocation and other terms of any such payments will be
mutually agreed between

vi
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Hilltop and SWS. As of the date of this proxy statement/prospectus, none of the executive officers of SWS have
been granted any such retention or severance payments; and

�
Each of Hilltop and Peruna LLC has agreed to indemnify and advance expenses to each present and former
director, officer and employee of SWS and its subsidiaries (when acting in such capacity) to the fullest extent
permitted by law for any acts arising out of or pertaining to matters occurring at or existing prior to the closing of
the merger. Hilltop will also provide director and officer liability insurance with respect to claims arising from
facts or events occurring before the completion of the merger or, at SWS's option, SWS may purchase a "tail"
policy for directors' and officers' liability insurance.

Messrs. Gerald J. Ford and J. Taylor Crandall are members of the SWS board of directors appointed by Hilltop and Oak Hill,
respectively. Messrs. Ford and Crandall recused themselves from the vote of the SWS board of directors with respect to the approval
and adoption of the merger agreement and the transactions contemplated thereby, including the merger. The decisions by the SWS
Board that are described in this proxy statement/prospectus were all taken by unanimous vote of those directors who voted.

For more information about the interests that SWS's directors and executive officers have in the merger, see "The Merger�Interests of
SWS Directors and Executive Officers in the Merger".

Q:
When do you expect to complete the merger?

A:
We expect to complete the merger prior to the end of 2014. However, we cannot assure you when or if the merger will occur. We
must, among other things, first obtain the required approval of SWS stockholders at the SWS special meeting and the required
regulatory approvals described below in "The Merger�Regulatory Approvals Required for the Merger" and satisfy certain other closing
conditions.

Q:
What happens if the merger is not completed?

A:
If the merger is not completed, shares of Hilltop common stock will not be issued, and holders of SWS common stock will not receive
any consideration for their shares, in connection with the merger. Instead, SWS will remain an independent company and its common
stock will continue to be listed and traded on the New York Stock Exchange. Under specified circumstances in connection with the
termination of the merger agreement, including circumstances involving a change in recommendation by the SWS board of directors,
SWS may be required to pay Hilltop a termination fee of $8 million. See "The Merger Agreement�Termination Fee".

Q:
When and where is the SWS special meeting?

A:
The SWS special meeting will be held at            , on            , 2014 at            local time.

Q:
How do I vote?

A:
If you are a stockholder of record of SWS as of the record date for the SWS special meeting you may vote by:

�
accessing the Internet website specified on your proxy card;

�
calling the toll-free number specified on your proxy card; or
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�
signing the enclosed proxy card and returning it in the postage-paid envelope provided.

After you have carefully read this proxy statement/prospectus in its entirety and have decided how you wish to vote your
shares, please vote your shares promptly. You may also cast your vote
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in person at the SWS special meeting. If you hold SWS common stock in "street name" through a bank, broker or other
nominee, please follow the voting instructions provided by your bank, broker or other nominee to ensure that your shares are
represented at the special meeting. Stockholders that hold shares through a bank, broker, or other nominee who wish to vote
at the SWS special meeting will need to obtain a "legal proxy" from the record holder.

Q:
How do I vote if I own shares through the SWS Group, Inc. 401(k) Profit Sharing Plan (the "SWS 401(k) Plan")?

A:
You will be given the opportunity to instruct the trustee of the SWS 401(k) Plan how to vote the shares that you hold in your account.
In accordance with the terms of the plan, if you fail to instruct the plan trustee how to vote your plan shares, the trustee will generally
vote your plan shares in the same proportion as the shares voted pursuant to the instructions of participants who timely give such
instructions.

Q:
Why is my vote important?

A:
If you do not vote, it will be more difficult to obtain the necessary quorum to hold the SWS special meeting. In addition, we cannot
complete the merger without obtaining the necessary vote of SWS stockholders in favor of the merger proposal.

Q:
How does the SWS board of directors recommend that I vote?

A:
The SWS board of directors (other than Messrs. Gerald J. Ford and J. Taylor Crandall, who recused themselves), upon the unanimous
recommendation of the special committee of the SWS board of directors (the "Special Committee"), recommends that you vote "FOR"
the merger proposal, "FOR" the compensation proposal and "FOR" the adjournment proposal.

Q:
What constitutes a quorum for the SWS special meeting?

A:
The presence at the special meeting, in person or by proxy, of holders of a majority of the outstanding shares of SWS common stock
entitled to vote at the SWS special meeting will constitute a quorum for the transaction of business. Abstentions and broker non-votes
will be included in determining the number of shares present at the meeting for the purpose of determining the presence of a quorum.
A broker non-vote occurs under stock exchange rules when a broker is not permitted to vote on a matter without instructions from the
beneficial owner of the shares and no instructions are given.

Q:
What is the vote required to approve each proposal at the SWS special meeting?

A:
Approval of the merger proposal requires the affirmative vote of a majority of the shares of SWS common stock outstanding on the
record date for the SWS special meeting. Approval of the compensation proposal and the adjournment proposal require, in each case,
the affirmative vote of a majority of the shares of SWS common stock represented in person or by proxy at the SWS special meeting
and entitled to vote on such proposal. As of the date of this proxy statement/prospectus, Hilltop owns 1,475,387 shares of SWS
common stock, or approximately 4.5% of the currently outstanding SWS common shares, and an additional 8,695,652 shares of SWS
are issuable to Hilltop upon exercise of its warrant, equivalent to total beneficial ownership of approximately 24.4% on an
as-converted basis.
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Q:
What impact will my vote on the compensation proposal have on the compensation payable to SWS's named executive officers
in connection with the merger?

A:
The vote on the compensation proposal is a vote separate and apart from the vote to approve the merger agreement. You may vote for
the compensation proposal and against the merger proposal, and vice versa. Because the vote on the compensation proposal is advisory
only, it will not be binding on SWS or Hilltop. Accordingly, because SWS is contractually obligated to pay the compensation, if the
merger is completed, the compensation is payable to the named executive officers of SWS, subject only to the conditions applicable
thereto, regardless of the outcome of the advisory (non-binding) vote. SWS is seeking your approval of the compensation, on an
advisory (non-binding) basis, in order to comply with the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 and
related SEC rules.

Q:
If my shares are held in "street name" by my broker, will my broker automatically vote my shares for me?

A:
No. Your broker cannot vote your shares without instructions from you. You should instruct your broker as to how to vote your shares,
following the directions your broker provides to you. Please check the voting form used by your broker. Without instructions, your
shares will not be voted, which will have the effect described below.

Q:
What should I do if I hold my shares of SWS common stock in book-entry form?

A:
You are not required to take any special additional action to receive the merger consideration if your shares of SWS common stock are
held in book-entry form. Book-entry shares will be treated the same way as stock certificates.

Q:
What if I abstain from voting or fail to instruct my broker?

A:
If you are a holder of SWS common stock and you abstain from voting or fail to instruct your broker to vote your shares, it will have
the same effect as a vote against the merger proposal. An abstention or broker non-vote will have no effect on the compensation
proposal or the adjournment proposal.

Q:
Can I attend the SWS special meeting and vote my shares in person?

A:
Yes. All SWS stockholders, including stockholders of record and stockholders who hold their shares through banks, brokers, nominees
or any other holder of record, are invited to attend the SWS special meeting. Holders of record of SWS common stock can vote in
person at the SWS special meeting. If you are not a stockholder of record, you must obtain a proxy, executed in your favor, from the
record holder of your shares, such as a broker, bank or other nominee, to be able to vote in person at the special meeting. If you plan to
attend the SWS special meeting, you must hold your shares in your own name or have a statement from your bank, broker or other
record holder confirming your ownership of shares as of the record date for the SWS special meeting. In addition, you must bring a
form of personal photo identification with you in order to be admitted. SWS reserves the right to refuse admittance to anyone without
proper proof of share ownership or without proper photo identification. The use of cameras, sound recording equipment,
communications devices or any similar equipment during the SWS special meeting is prohibited without SWS's express written
consent.

Regardless of whether you plan to attend the SWS special meeting, we recommend that you vote your shares early by Internet,
telephone or mail to ensure that a quorum exists at the SWS special meeting and to ensure that your vote will be counted if you later
choose not to attend the SWS
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special meeting. You may revoke any previously submitted proxy and vote your shares in person at the SWS special meeting.

Q:
What do I do if I want to change or revoke my vote?

A:
You may revoke your proxy and change your vote at any time before the SWS special meeting, or earlier deadline specified in the
proxy card, by voting again via the Internet or by telephone (only your latest Internet or telephone proxy submitted prior to the special
meeting will be counted), by signing and returning a new proxy card or voting instruction form with a later date, or by attending the
special meeting and voting in person. Your attendance at the special meeting, however, will not automatically revoke your proxy
unless you vote again at the special meeting. We provide additional information on changing your vote under the headings "The SWS
Special Meeting�Proxies" included elsewhere in this proxy statement/prospectus.

Q:
Am I entitled to exercise appraisal / dissenters' rights as an SWS stockholder?

A:
Yes. Section 262 of the Delaware General Corporation Law ("DGCL") provides holders of shares of SWS common stock with the
right to dissent from the merger and seek appraisal of their shares of SWS common stock in accordance with Delaware law. A holder
of shares of SWS common stock who properly seeks appraisal and complies with the applicable requirements under Delaware law,
referred to as a dissenting stockholder, will forego the merger consideration and instead receive a cash payment equal to the fair value
of such stockholder's shares of SWS common stock in connection with the merger. Fair value will be determined by the Delaware
Court of Chancery following an appraisal proceeding. Dissenting stockholders will not know the appraised fair value at the time such
holders must elect whether to seek appraisal. The ultimate amount dissenting stockholders receive in an appraisal proceeding may be
more or less than, or the same as, the amount such holders would have received under the merger agreement.

To seek appraisal, a stockholder of SWS must strictly comply with all of the procedures required under Delaware law, including:

�
delivering a written demand for appraisal to SWS before the vote is taken on the merger agreement at the SWS special
meeting;

�
not voting in favor of the merger proposal; and

�
continuing to hold its shares of common stock through the effective time of the merger.

In connection with the foregoing, SWS stockholders who wish to seek appraisal should note that:

�
if you return a signed proxy without voting instructions, your proxy will be voted as recommended by the SWS board of
directors and you may lose dissenters' rights;

�
if you return a signed proxy with instructions to vote "FOR" the merger agreement, your shares will be voted in favor of the
merger agreement and you will lose dissenters' rights; and

�
if you wish to dissent and you execute and return a proxy, you must specify that your shares are to be either voted
"AGAINST" or "ABSTAIN" with respect to approval of the merger.

Failure to follow exactly the procedures specified under Delaware law will result in the loss of appraisal rights.

For a further description of the appraisal rights available to SWS stockholders and procedures required to exercise appraisal rights, see
the section entitled "The Merger�Appraisal/Dissenters' Rights" included elsewhere in this joint proxy statement/prospectus and the
provisions of the DGCL that grant appraisal rights and govern such procedures which are attached as Annex C to this document. If a
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brokerage firm or other nominee and the SWS stockholder wishes to exercise appraisal rights, such stockholder should consult with
such stockholder's bank, brokerage firm or nominee. In view of the complexity of Delaware law, SWS stockholders who may wish to
pursue appraisal rights should consult their legal and financial advisors promptly.

Q:
Should I send in my SWS stock certificates now?

A:
No. SWS stockholders with shares represented by stock certificates should not send SWS stock certificates with their proxy cards.
After the merger is completed, holders of SWS common stock certificates or shares of SWS common stock held in book-entry form
will be mailed a transmittal form with instructions on how to exchange their SWS stock certificates or book-entry shares for the
merger consideration.

Q:
Will SWS be required to submit the proposal to approve the merger agreement to its stockholders even if SWS's board of
directors has withdrawn, modified or qualified its recommendation?

A:
Yes. Unless the merger agreement is terminated before the SWS special meeting, SWS is required to submit the proposal to approve
the merger agreement to its stockholders even if SWS's board of directors has withdrawn, modified or qualified its recommendation.

Q:
What if I cannot find my stock certificates?

A:
There will be a procedure for you to receive the merger consideration in the merger, even if you have lost one or more of your SWS
stock certificates. This procedure, however, may take time to complete. In order to ensure that you will be able to receive the merger
consideration promptly after the merger is completed, if you cannot locate your SWS stock certificates after looking for them
carefully, we urge you to contact the SWS transfer agent, Computershare Trust Company, as soon as possible and follow the
procedure they explain to you for replacing your SWS stock certificates. Computershare Trust Company can be reached at
(303) 262-0600, or you can write to them at the following address:

Computershare Trust Company
350 Indiana Street
Suite 800
Golden, CO 80401
(303) 262-0600

Q:
What should I do if I receive more than one set of voting materials?

A:
SWS stockholders may receive more than one set of voting materials, including multiple copies of this proxy statement/prospectus and
multiple proxy cards or voting instruction cards. For example, if you hold shares of SWS common stock in more than one brokerage
account, you will receive a separate voting instruction card for each brokerage account in which you hold such shares. If you are a
holder of record of SWS common stock and your shares are registered in more than one name, you will receive more than one proxy
card. Please complete, sign, date and return each proxy card and voting instruction card that you receive or otherwise follow the voting
instructions set forth in this proxy statement/prospectus in respect of all shares held to ensure that you vote every share of SWS
common stock that you own.

Q:
Will U.S. taxpayers be taxed on the Hilltop common stock and/or cash received in the merger?

A:
The merger is intended to qualify as a "reorganization" within the meaning of Section 368(a) of the Internal Revenue Code of 1986, as
amended (the "Code"), and it is a condition to the respective obligations of Hilltop and SWS to complete the merger that each of
Hilltop and SWS

xi

Edgar Filing: Hilltop Holdings Inc. - Form S-4/A

20



Edgar Filing: Hilltop Holdings Inc. - Form S-4/A

21



Table of Contents

receives a legal opinion to that effect. Accordingly, an SWS common stockholder generally will recognize gain, but not loss, in an
amount equal to the lesser of (1) the amount of gain realized (i.e., the excess of the sum of the amount of cash and the fair market
value of the shares of Hilltop common stock received pursuant to the merger over that holder's adjusted tax basis in its shares of SWS
common stock surrendered) and (2) the amount of cash received pursuant to the merger. Further, a holder of shares of SWS common
stock generally will recognize gain or loss with respect to cash received instead of fractional shares of Hilltop common stock that the
SWS common stockholder would otherwise be entitled to receive. For further information, please refer to "United States Federal
Income Tax Consequences of the Merger." The U.S. federal income tax consequences described above may not apply to all holders of
SWS common stock. Your tax consequences will depend on your individual situation. Accordingly, we strongly urge you to consult
your independent tax advisor for a full understanding of the particular tax consequences of the merger to you.

Q:
What is Hilltop's current relationship with SWS?

A:
In March 2011, Hilltop, Oak Hill Capital Partners III, L.P. ("OHCP") and Oak Hill Capital Management Partners III, L.P. (collectively
with OHCP, "Oak Hill") entered into a Funding Agreement (the "Funding Agreement") with SWS. On July 29, 2011, after receipt of
regulatory and SWS stockholder approval, SWS completed the following transactions contemplated by the Funding Agreement:

�
entered into a $100,000,000, five-year, unsecured loan comprised of equal commitments from each of Hilltop and Oak Hill
under the terms of a credit agreement (the "Credit Agreement");

�
issued warrants to each of Hilltop and Oak Hill for the purchase of up to 8,695,652 shares of SWS's common stock
exercisable for five years from the date of issuance at a fixed exercise price of $5.75 per share, subject to anti-dilution
adjustments; and

�
granted each of Hilltop and Oak Hill certain rights, including registration rights, preemptive rights, and the right for each to
appoint one person to the board of directors of SWS for so long as it owns 9.9% or more of all of the outstanding shares of
SWS's common stock or securities convertible into at least 9.9% of SWS's outstanding common stock.

In addition to the 8,695,652 shares of SWS issuable to Hilltop upon exercise of its warrant, Hilltop holds an additional 1,475,387
shares of SWS common stock as of the date of this proxy statement/prospectus, equivalent to 4.5% beneficial ownership of the
currently outstanding shares of SWS common stock and 24.4% beneficial ownership of the outstanding shares of SWS common stock
if Hilltop's warrant were fully exercised. At the closing of the merger, Hilltop's warrant to acquire SWS common stock, if outstanding,
will be cancelled. Mr. Gerald J. Ford, who is Chairman of Hilltop's board of directors, currently serves as Hilltop's designee on SWS's
board of directors.

In connection with its acquisition of PlainsCapital Corporation in 2012, Hilltop provided certain passivity commitments to the Federal
Reserve Board related to SWS. These passivity commitments provide that Hilltop cannot take certain actions, namely exercising any
controlling influence over management or policies of SWS, without the prior approval of the Federal Reserve Bank.

The terms of the Credit Agreement include a covenant prohibiting SWS from undergoing a "Fundamental Change," which includes
any merger, amalgamation or consolidation, and which SWS would breach by engaging in a merger, amalgamation or consolidation
unless compliance were waived by each of Hilltop and Oak Hill. During the parties' negotiations with respect to the merger, Hilltop
indicated to SWS that it would not be willing to grant a waiver of this covenant to permit a third party transaction (see "The
Merger�Background of the Merger"). The Credit Agreement also prohibits SWS from prepaying the loan other than following a period
during which
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the closing price for SWS common stock exceeds 150% of the exercise price of the warrants (or $8.625) for twenty out of any thirty
consecutive trading days.

Q:
What rights does Oak Hill have in relation to the merger?

A:
Pursuant to a Letter Agreement dated March 31, 2014 between Oak Hill and SWS (the "Oak Hill Letter Agreement"), Oak Hill has
agreed with SWS, subject to the terms and conditions of the Oak Hill Letter Agreement, to waive any terms of the Credit Agreement
that would cause the merger to result in any default or event of default by SWS under the Credit Agreement.

Pursuant to the Oak Hill Letter Agreement and the merger agreement, at the closing of the merger, Oak Hill will deliver to SWS the
certificates evidencing its warrants and any loans of Oak Hill to SWS then outstanding under the Credit Agreement, and SWS will
issue and deliver to Oak Hill, in exchange for its warrants and loans, the following consideration: (i) the merger consideration that Oak
Hill would have been entitled to receive upon consummation of the merger if its warrants had been exercised immediately prior to the
effective time of the merger and (ii) an amount equal to the Applicable Premium (as defined in the Credit Agreement, being a
calculation of the present value of all required interest payments due on a loan through its maturity date on the date the loan is repaid)
calculated as if the loans held by Oak Hill were prepaid in full as of the closing date of the merger.

Q:
Are there any voting agreements in relation to the merger?

A:
Hilltop has agreed in the merger agreement to vote any shares of SWS that it owns as of the record date for the SWS special meeting
(not including unissued shares that would be issuable upon the exercise of all or a portion of Hilltop's warrant) in favor of approval and
adoption of the merger agreement. As of the date of this proxy statement/prospectus, Hilltop owns 1,475,387 shares of SWS common
stock, or approximately 4.5% of the currently outstanding SWS common shares, excluding the 8,695,652 shares of SWS common
stock that are issuable to Hilltop upon exercise of its warrant and the 8,695,652 shares of SWS common stock that are issuable to Oak
Hill upon exercise of its warrants. Neither Oak Hill nor, to the knowledge of Hilltop and SWS, any other person has agreed to vote its
shares in favor of the merger, and Oak Hill has covenanted in the Oak Hill Letter Agreement not to enter into any voting agreement
with Hilltop with respect to the merger.

Q:
Where can I find more information on Hilltop and SWS?

A:
You can find more information about Hilltop and SWS from various sources described in the section of this proxy
statement/prospectus entitled "Where You Can Find More Information."

Q:
Whom can I talk to if I have questions?

A:
SWS stockholders should contact SWS by telephone at (214) 859-1800 or            , SWS's proxy solicitor, collect at            or toll-free
at            .
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 SUMMARY

This summary highlights selected information from this proxy statement/prospectus and may not contain all of the information that is
important to you. To obtain a better understanding of the merger, we urge you to read this entire proxy statement/prospectus carefully, including
the annexes, as well as those additional documents to which we refer you. You may obtain the information incorporated by reference into this
proxy statement/prospectus by following the instructions in the section of this proxy statement/prospectus entitled "Where You Can Find More
Information." Each item in this summary refers to the page of this proxy statement/prospectus beginning on which that subject is described in
more detail.

 The Companies (page 69)

Hilltop

        Hilltop, a Maryland corporation, is a Dallas-based financial holding company with principal executive offices at 200 Crescent Court,
Suite 1330, Dallas, Texas 75201. The telephone number of Hilltop's executive offices is (214) 855-2177, and its Internet website address is
www.hilltop-holdings.com. Through its wholly owned subsidiary, PlainsCapital Corporation, a regional commercial banking franchise, Hilltop
has three operating subsidiaries: PlainsCapital Bank, PrimeLending, and First Southwest. Through Hilltop's other wholly owned subsidiary,
National Lloyds Corporation, Hilltop provides property and casualty insurance through two insurance companies, National Lloyds Insurance
Company and American Summit Insurance Company.

        Hilltop's common stock is listed on the New York Stock Exchange under the symbol "HTH."

SWS

        SWS, a Delaware corporation, is a savings and loan holding company with principal executive offices at 1201 Elm Street, Suite 3500,
Dallas, Texas 75270. The telephone number of SWS's executive offices is (214) 859-1800, and its Internet website address is
www.swsgroupinc.com. SWS is focused on delivering a broad range of investment banking, commercial banking and related financial services
to corporate, individual and institutional investors, broker/dealers, governmental entities and financial intermediaries. SWS is the largest
full-service brokerage firm headquartered in the Southwestern United States (based on the number of financial advisors). SWS conducts its
banking business through its wholly owned subsidiary, Southwest Securities, FSB, a federally chartered savings bank.

        SWS's common stock is listed on the New York Stock Exchange under the symbol "SWS."

Peruna LLC

        Peruna LLC, a Delaware limited liability company, is a wholly owned subsidiary of Hilltop. Peruna LLC is newly formed, and was
organized for the purpose of effecting the merger. Other than those incident to its formation and the matters contemplated by the merger
agreement, Peruna LLC has engaged in no business activities to date and it has no material assets or liabilities of any kind.

 Risk Factors (page 32)

        An investment in shares of Hilltop common stock involves risks, some of which are related to the merger. In considering the merger, you
should carefully consider the information about these risks set forth under "Risk Factors," together with the other information included or
incorporated by reference or in this proxy statement/prospectus.
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 The Merger (page 234)

        If the merger is completed, each share of SWS common stock, par value $0.10 per share, issued and outstanding immediately prior to the
completion of the merger will be converted into the right to receive $1.94 in cash and 0.2496 of a share of Hilltop common stock. We refer to
this mix of cash and stock consideration as the merger consideration. No fractional shares of Hilltop common stock will be issued in connection
with the merger. A holder of SWS common stock who otherwise would have received a fraction of a share of Hilltop common stock will instead
receive an amount in cash rounded to the nearest cent. For example, if you hold 100 shares of SWS common stock, you will receive (i) $194,
(ii) 24 shares of Hilltop common stock and (iii) a cash payment instead of the 0.96 shares of Hilltop common stock that you otherwise would
have received.

        The value of the merger consideration may fluctuate between the date of the SWS special meeting and the completion of the merger based
upon the market value for Hilltop common stock. For information about the historical prices of Hilltop common stock, see "Market Prices and
Dividends of Hilltop Common Stock."

        The merger agreement governs the merger. The merger agreement is included in this proxy statement/prospectus as Annex A. Please read
the merger agreement carefully. All descriptions in this summary and elsewhere in this prospectus of the terms and conditions of the merger are
qualified by reference to the merger agreement.

 Recommendation of the SWS Board of Directors (page 248)

        The SWS board of directors (other than Messrs. Gerald J. Ford and J. Taylor Crandall, who recused themselves), upon the unanimous
recommendation of the Special Committee, has determined that the merger agreement and the transactions contemplated thereby, including the
merger, are advisable and fair to and in the best interests of the SWS stockholders and has approved the merger and the merger agreement.
SWS's board of directors recommends that SWS stockholders vote "FOR" the merger proposal, "FOR" the compensation proposal and "FOR"
the adjournment proposal. For the factors considered by SWS's board of directors in reaching its decision to approve the merger agreement, see
"The Merger�Reasons for the Merger" and "The Merger�Recommendation of the SWS Board of Directors."

 Opinion of Financial Advisor to the Special Committee (page 253)

        On March 31, 2014, Sandler O'Neill & Partners, L.P. ("Sandler O'Neill"), financial advisor to the Special Committee in connection with the
merger, rendered its oral opinion to the Special Committee, which was subsequently confirmed in a written opinion dated the same date, that, as
of such date and based upon and subject to the various factors, assumptions and any limitations set forth in its written opinion, the merger
consideration to be paid to the holders of SWS common stock in the proposed merger was fair, from a financial point of view, to such holders
(other than Hilltop).

        The full text of Sandler O'Neill's opinion, dated March 31, 2014, is attached as Annex B to this prospectus. You should read the opinion in
its entirety for a discussion of, among other things, the assumptions made, procedures followed, matters considered and any limitations on the
review undertaken by Sandler O'Neill in rendering its opinion.

        Sandler O'Neill's written opinion is addressed to the Special Committee, is directed only to the merger consideration to be paid in the
merger, and does not constitute a recommendation to any SWS stockholder as to how such stockholder should vote with respect to the merger or
any other matter.

        For further information, see "The Merger�Opinion of SWS's Financial Advisor."

2

Edgar Filing: Hilltop Holdings Inc. - Form S-4/A

25



Table of Contents

 What Holders of SWS Equity-Based Awards Will Receive (page 281)

        Each restricted share of SWS common stock granted prior to the date of the merger agreement will vest in full at the effective time of the
merger, and the holders of such restricted shares will be entitled to receive the merger consideration for each such share on the same basis as
SWS stockholders generally, less applicable withholding taxes, which will be withheld first from the cash portion of the merger consideration
payable in respect of each such share. As of June 30, 2014, 417,137 restricted shares of SWS common stock were outstanding. The merger
agreement permits SWS to grant prior to the effective time of the merger restricted shares of SWS common stock to certain executive officers
and key employees, as specified in the merger agreement and as provided under the applicable SWS bonus plans, and to non-employee directors
of SWS, in each case, in accordance with the terms set forth in the merger agreement. Any such restricted shares that are granted to executive
officers and key employees of SWS will be converted into restricted shares of Hilltop as of the effective time of the merger (with the number of
Hilltop shares determined based on the value of the merger consideration) and will be subject to accelerated vesting on termination of
employment by the employer without "cause" (as defined in the merger agreement) following the effective time of the merger.

        As of the effective time of the merger, each deferred share of SWS common stock reflected in a participant account under SWS deferred
compensation plans will be converted into 0.3328 of a deferred share of Hilltop common stock, which is equal to the sum of the portion of the
merger consideration paid in Hilltop common stock and a number of shares of Hilltop common stock with a value as of immediately prior to the
date of the merger agreement that is equal to the portion of the merger consideration paid in cash. Following the effective time of the merger,
any such deferred shares that are not vested will continue to vest in accordance with the original terms of the SWS deferred shares and will vest
in full on termination of employment by the employer without "cause" (as defined in the merger agreement) following the effective time of the
merger. Hilltop deferred shares will be distributed in accordance with the terms of the applicable plan and the participants' individual elections.
As of June 30, 2014, 310,941 deferred shares of SWS common stock were outstanding.

        For more information about these restricted and deferred shares, see "The Merger�Interests of SWS Directors and Executive Officers in the
Merger".

 SWS Will Hold Its Special Meeting on                        , 2014 (page 62)

        The SWS special meeting will be held on                        , 2014, at            , local time, at            . The purpose of the SWS special meeting is
to vote on:

�
a proposal to adopt and approve the merger agreement;

�
a proposal to approve, on a non-binding, advisory basis, compensation that may be paid or would be payable to SWS's
named executive officers that is based on or otherwise relates to the merger; and

�
a proposal to approve the adjournment of the SWS special meeting, if necessary or appropriate, to solicit additional proxies,
in the event that there are not sufficient votes at the time of the SWS special meeting to approve the merger proposal.

        Only holders of record of SWS common stock at the close of business on            , 2014 will be entitled to vote at the SWS special meeting.
Each share of SWS common stock is entitled to one vote on each proposal to be considered at the SWS special meeting.

        As of the record date for the SWS special meeting, there were            shares of SWS common stock outstanding and entitled to vote at the
SWS special meeting. As of the record date for the SWS special meeting, to the knowledge of SWS, directors and executive officers of SWS had
the right to vote approximately            shares of SWS common stock (not including the shares held by Hilltop
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described below), or approximately            % of the outstanding shares of SWS common stock entitled to vote at the SWS special meeting. We
currently expect that each of these individuals will vote their shares of SWS common stock in favor of the proposals to be presented at the SWS
special meeting. In addition, Hilltop holds 1,475,387 shares of SWS common stock as of the date of this proxy statement/prospectus, or
approximately 4.5% of the currently outstanding SWS common shares, and an additional 8,695,652 shares of SWS are issuable to Hilltop upon
exercise of its warrant. Hilltop has agreed in the merger agreement to vote any shares of SWS that it owns as of the record date for the SWS
special meeting (not including unissued shares that would be issuable upon the exercise of all or a portion of Hilltop's warrant) in favor of
adoption of the merger agreement.

        Approval of the merger proposal requires the affirmative vote of a majority of the shares of SWS common stock outstanding on the record
date for the SWS special meeting. Approval of the compensation proposal and the adjournment proposal require, in each case, the affirmative
vote of a majority of the shares of SWS common stock represented in person or by proxy at the SWS special meeting and entitled to vote on
such proposal.

 Hilltop's Relationship with SWS (page 277)

        In March 2011, Hilltop, Oak Hill Capital Partners III, L.P. ("OHCP") and Oak Hill Capital Management Partners III, L.P. (collectively with
OHCP, "Oak Hill") entered into a Funding Agreement (the "Funding Agreement") with SWS. On July 29, 2011, after receipt of regulatory and
SWS stockholder approval, SWS completed the following transactions contemplated by the Funding Agreement:

�
entered into a $100,000,000, five-year, unsecured loan comprised of equal commitments from each of Hilltop and Oak Hill
under the terms of a credit agreement (the "Credit Agreement");

�
issued warrants to each of Hilltop and Oak Hill for the purchase of up to 8,695,652 shares of SWS's common stock
exercisable for five years from the date of issuance at a fixed exercise price of $5.75 per share, subject to anti-dilution
adjustments; and

�
granted each of Hilltop and Oak Hill certain rights, including registration rights, preemptive rights, and the right for each to
appoint one person to the board of directors of SWS for so long as it owns 9.9% or more of all of the outstanding shares of
SWS's common stock or securities convertible into at least 9.9% of SWS's outstanding common stock.

        In addition to the 8,695,652 shares of SWS issuable to Hilltop upon exercise of its warrant, Hilltop holds an additional 1,475,387 shares of
SWS common stock as of the date of this proxy statement/prospectus, equivalent to 4.5% beneficial ownership of the currently outstanding
shares of SWS common stock and 24.4% beneficial ownership of the outstanding shares of SWS common stock if Hilltop's warrant were fully
exercised. At the closing of the merger, Hilltop's warrant to acquire SWS common stock, if outstanding, will be cancelled. Mr. Gerald J. Ford,
who is Chairman of Hilltop's board of directors, currently serves as Hilltop's designee on SWS's board of directors.

        In connection with its acquisition of PlainsCapital Corporation in 2012, Hilltop provided certain passivity commitments to the Federal
Reserve Board related to SWS. These passivity commitments provide that Hilltop cannot take certain actions, namely exercising any controlling
influence over management or policies of SWS, without the prior approval of the Federal Reserve Bank.

        The terms of the Credit Agreement include a covenant prohibiting SWS from undergoing a "Fundamental Change," which includes any
merger, amalgamation or consolidation, and which SWS would breach by engaging in a merger, amalgamation or consolidation unless
compliance were waived by each of Hilltop and Oak Hill. During the parties' negotiations with respect to the merger, Hilltop indicated to SWS
that it would not be willing to grant a waiver of this covenant to permit a third party transaction (see "The Merger�Background of the Merger").
The Credit Agreement also prohibits
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SWS from prepaying the loan other than following a period during which the closing price for SWS common stock exceeds 150% of the
exercise price of the warrants (or $8.625) for twenty out of any thirty consecutive trading days.

 The Oak Hill Letter Agreement (page 278)

        Pursuant to a Letter Agreement dated March 31, 2014 between Oak Hill and SWS (the "Oak Hill Letter Agreement"), Oak Hill has agreed
with SWS, subject to the terms and conditions of the Oak Hill Letter Agreement, to waive any terms of the Credit Agreement that would cause
the merger to result in any default or event of default by SWS under the Credit Agreement.

        Pursuant to the Oak Hill Letter Agreement and the merger agreement, at the closing of the merger, Oak Hill will deliver to SWS the
certificates evidencing its warrants and any loans of Oak Hill to SWS then outstanding under the Credit Agreement, and SWS will issue and
deliver to Oak Hill, in exchange for its warrants and loans, the following consideration: (i) the merger consideration that Oak Hill would have
been entitled to receive upon consummation of the merger if its warrants had been exercised immediately prior to the effective time of the
merger and (ii) an amount equal to the Applicable Premium (as defined in the Credit Agreement, being a calculation of the present value of all
required interest payments due on a loan through its maturity date on the date the loan is repaid) calculated as if the loans held by Oak Hill were
prepaid in full as of the closing date of the merger.

 The Merger is Intended to Be Tax-Free to Holders of SWS Common Stock as to the Shares of Hilltop Common Stock They Receive
(page 294)

        The merger is intended to qualify as a "reorganization" within the meaning of Section 368(a) of the Internal Revenue Code of 1986, as
amended (the "Code"), and it is a condition to the respective obligations of Hilltop and SWS to complete the merger that each of Hilltop and
SWS receives a legal opinion to that effect. Accordingly, an SWS common stockholder generally will recognize gain, but not loss, in an amount
equal to the lesser of (1) the amount of gain realized (i.e., the excess of the sum of the amount of cash and the fair market value of the shares of
Hilltop common stock received pursuant to the merger over that holder's adjusted tax basis in its shares of SWS common stock surrendered) and
(2) the amount of cash received pursuant to the merger. Further, a holder of shares of SWS common stock generally will recognize gain or loss
with respect to cash received instead of fractional shares of Hilltop common stock that the SWS common stockholder would otherwise be
entitled to receive. For further information, please refer to "United States Federal Income Tax Consequences of the Merger."

The United States federal income tax consequences described above may not apply to all holders of SWS common stock. Your tax
consequences will depend on your individual situation. Accordingly, we strongly urge you to consult your tax advisor for a full
understanding of the particular tax consequences of the merger to you.

 Interests of SWS Directors and Executive Officers in the Merger (page 272)

        SWS stockholders should be aware that SWS's directors and executive officers have interests in the merger that are different from, or in
addition to, those of SWS stockholders generally. These interests and arrangements may create potential conflicts of interest. SWS's board of
directors was aware of these interests and considered these interests, among other matters, when making its decision to approve the merger
agreement, and in recommending that SWS stockholders vote in favor of approving the merger proposal and the compensation proposal. For
purposes of the SWS agreements and plans
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described below, the completion of the transactions contemplated by the merger agreement will constitute a change of control. These interests
include the following:

�
All outstanding restricted shares of SWS common stock granted prior to the date of the merger agreement will vest in full in
connection with the merger and each holder will receive the merger consideration in exchange for each such restricted share.
In addition, the vesting of outstanding deferred shares of SWS common stock will accelerate in full on termination of
employment by the employer without "cause" (as defined in the merger agreement) following the effective time of the
merger;

�
Between the date of the merger agreement and the effective time of the merger, SWS may grant certain executive officers
and key employees of SWS, as specified in the merger agreement, additional restricted shares of SWS common stock, as
provided under the applicable SWS bonus plans and otherwise in the ordinary course of business and consistent with past
practice, with an aggregate grant date value not to exceed $2,750,000 and in an aggregate number of shares not to exceed
350,000, which will be converted into restricted shares of Hilltop as of the effective time of the merger (with the number of
Hilltop shares determined based on the value of the merger consideration), and will be subject to accelerated vesting on
termination of employment by the employer without "cause" (as defined in the merger agreement) following the effective
time of the merger;

�
Between the date of the merger agreement and the effective time of the merger, SWS may grant non-employee directors of
SWS additional restricted shares of SWS common stock in the ordinary course of business consistent with past practice with
a grant date value not to exceed $35,000 per director;

�
Executive officers and other employees of SWS are entitled to cash severance in accordance with SWS's severance practice
on termination of employment by the employer without "cause" (as defined in the merger agreement) at any time on or prior
to December 31, 2015;

�
SWS may provide cash retention and/or severance payments (in addition to the severance payments described above) to its
executive officers (and other employees) in an aggregate amount not to exceed $5 million in accordance with the terms of
the merger agreement. The allocation and other terms of any such payments will be mutually agreed between Hilltop and
SWS. As of the date of this proxy statement/prospectus, none of the executive officers of SWS have been granted any such
retention or severance payments; and

�
Each of Hilltop and Peruna LLC has agreed to indemnify and advance expenses to each present and former director, officer
and employee of SWS and its subsidiaries (when acting in such capacity) to the fullest extent permitted by law for any acts
arising out of or pertaining to matters occurring at or existing prior to the closing of the merger. Hilltop will also provide
director and officer liability insurance with respect to claims arising from facts or events occurring before the completion of
the merger or, at SWS's option, SWS may purchase a "tail" policy for directors' and officers' liability insurance.

        Messrs. Gerald J. Ford and J. Taylor Crandall are members of the SWS board of directors appointed by Hilltop and Oak Hill, respectively.
Messrs. Ford and Crandall recused themselves from the vote of the SWS board of directors with respect to the approval and adoption of the
merger agreement and the transactions contemplated thereby, including the merger. The decisions by the SWS Board that are described in this
proxy statement/prospectus were all taken by unanimous vote of those directors who voted.
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 Appraisal/Dissenters' Rights (page 267)

        Section 262 of the DGCL provides holders of shares of SWS common stock with the right to dissent from the merger and seek appraisal of
their shares of SWS common stock in accordance with Delaware law. A holder of shares of SWS common stock who properly seeks appraisal
and complies with the applicable requirements under Delaware law, referred to as a dissenting stockholder, will forego the merger consideration
and instead receive a cash payment equal to the fair value of such stockholder's shares of SWS common stock in connection with the merger.
Fair value will be determined by the Delaware Court of Chancery following an appraisal proceeding. Dissenting stockholders will not know the
appraised fair value at the time such holders must elect whether to seek appraisal. The ultimate amount dissenting stockholders receive in an
appraisal proceeding may be more or less than, or the same as, the amount such holders would have received under the merger agreement.

        To seek appraisal, a stockholder of SWS must strictly comply with all of the procedures required under Delaware law, including:

�
delivering a written demand for appraisal to SWS before the vote is taken on the merger agreement at the SWS special
meeting;

�
not voting in favor of the merger proposal; and

�
continuing to hold its shares of common stock through the effective time of the merger.

        In connection with the foregoing, SWS stockholders who wish to seek appraisal should note that:

�
if you return a signed proxy without voting instructions, your proxy will be voted as recommended by the SWS board of
directors and you may lose dissenters' rights;

�
if you return a signed proxy with instructions to vote "FOR" the merger agreement, your shares will be voted in favor of the
merger agreement and you will lose dissenters' rights; and

�
if you wish to dissent and you execute and return a proxy, you must specify that your shares are to be either voted
"AGAINST" or "ABSTAIN" with respect to approval of the merger.

        Failure to follow exactly the procedures specified under Delaware law will result in the loss of appraisal rights.

        For a further description of the appraisal rights available to SWS stockholders and procedures required to exercise appraisal rights, see the
section entitled "The Merger�Appraisal/Dissenters' Rights" included elsewhere in this joint proxy statement/prospectus and the provisions of the
DGCL that grant appraisal rights and govern such procedures which are attached as Annex C to this document. If a stockholder of SWS holds
shares of SWS common stock through a bank, brokerage firm or other nominee and the SWS stockholder wishes to exercise appraisal rights,
such stockholder should consult with such stockholder's bank, brokerage firm or nominee. In view of the complexity of Delaware law, SWS
stockholders who may wish to pursue appraisal rights should consult their legal and financial advisors promptly.

 Regulatory Approvals Required for the Merger (page 270)

        Hilltop and SWS have agreed to use their reasonable best efforts to obtain all regulatory approvals necessary or advisable to complete the
transactions contemplated by the merger agreement, including the merger and the bank merger. These approvals include approvals from the
Board of Governors of the Federal Reserve System (the "Federal Reserve Board") and the Texas Department of Banking and the expiration or
termination of the waiting period under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended (the "HSR Act"), among others.
Hilltop and SWS have filed,
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or are in the process of filing, applications and notifications to obtain the required regulatory approvals.

        We are not aware of any material governmental approvals or actions that are required for completion of the merger other than those
described above. It is presently contemplated that if any such additional governmental approvals or actions are required, those approvals or
actions will be sought.

        Although neither SWS nor Hilltop knows of any reason why these regulatory approvals cannot be obtained in a timely manner, SWS and
Hilltop cannot be certain when or if they will be obtained.

 No Solicitation (page 289)

        The merger agreement contains restrictions on SWS's ability to solicit or engage in discussions or negotiations with any third party
regarding a proposal to acquire a significant interest in SWS. Notwithstanding these restrictions, under certain limited circumstances, the board
of directors of SWS may respond to an unsolicited proposal and may change or withdraw its recommendation with respect to a "superior
proposal" (as defined in the section entitled "The Merger Agreement�No Solicitation").

 Conditions that Must be Satisfied or Waived for the Merger to Occur (page 291)

        Currently, we expect to complete the merger by the end of 2014. As more fully described in this proxy statement/prospectus and in the
merger agreement, the completion of the merger depends on a number of conditions being satisfied or, where legally permissible, waived. These
conditions include (1) approval of the merger proposal by SWS stockholders, (2) authorization for listing on the NYSE of the shares of Hilltop
common stock to be issued in the merger, (3) the receipt of required regulatory approvals (including approvals of the Federal Reserve Board and
the Texas Department of Banking and the expiration or termination of the waiting period under the HSR Act), (4) effectiveness of the
registration statement of which this proxy statement/prospectus is a part and the absence of any stop order or threat of any stop order by the SEC,
(5) the absence of any order, injunction or other legal restraint preventing the completion of the merger or making the completion of the merger
illegal, (6) subject to the materiality standards provided in the merger agreement, the accuracy of the representations and warranties of Hilltop
and SWS, (7) performance in all material respects by each of Hilltop and SWS of its obligations under the merger agreement and (8) receipt by
each of Hilltop and SWS of an opinion from its counsel as to certain tax matters. In addition, Hilltop's obligation to complete the merger is
further conditioned on the fact that there shall not be any regulatory changes, in connection with the grant of a requisite regulatory approval,
which impose or would result in the imposition of a materially burdensome regulatory condition.

        We cannot be certain when, or if, the conditions to the merger will be satisfied or waived, or that the merger will be completed. For a
further discussion of the conditions to the completion of the merger, see "The Merger Agreement�Conditions to Completion of the Merger."

 Termination of the Merger Agreement (page 292)

        Either party may terminate the merger agreement prior to completion of the merger in the following circumstances:

�
a governmental entity that must grant a required regulatory approval has denied approval and such denial has become final,
or an injunction or legal prohibition against the transaction becomes final and nonappealable;
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�
the merger has not been consummated by March 31, 2015 unless the failure of the merger to be completed by such date is
due to the failure of the party seeking to terminate the merger agreement to perform or observe its covenants and agreements
under the merger agreement;

�
the other party breaches any of its covenants or agreements under the merger agreement in a manner that would cause the
closing conditions not to be satisfied and which is not cured 30 days following written notice of the breach (provided that the
terminating party is not also in material breach of any of its obligations under the merger agreement); or

�
the special meeting of the SWS stockholders shall have concluded without the approval of the merger proposal.

        In addition, Hilltop may terminate the merger agreement in the following circumstances:

�
prior to obtaining SWS stockholder approval, SWS's board of directors changes its recommendation with respect to the
merger;

�
prior to obtaining SWS stockholder approval, SWS is in material breach of its non-solicitation obligations or its obligations
regarding soliciting stockholder approval for the merger; or

�
prior to completion of the merger, if any governmental entity that must grant a requisite regulatory approval imposes a
materially burdensome regulatory condition and there is no meaningful possibility such condition can be revised prior to
March 31, 2015 unless the failure to obtain such approval without a materially burdensome regulatory condition is due to
any breach by Hilltop of the merger agreement.

 Expenses and Termination Fees (page 293)

        In general, each of Hilltop and SWS will be responsible for all expenses incurred by it in connection with the negotiation and completion of
the transactions contemplated by the merger agreement.

        Upon termination of the merger agreement under specified circumstances, SWS may be required to pay Hilltop a termination fee of
$8 million. SWS will be required to pay the termination fee to Hilltop if:

(i)
a third party proposal has been publicly disclosed or made known to SWS management and not withdrawn, or any person
has publicly announced or made known to SWS management and not withdrawn at least 10 business days' prior to the
stockholder vote an intention to make a third party proposal, and thereafter the agreement is terminated:

�
by either Hilltop or SWS because the merger has not been consummated by March 31, 2015 (without SWS
stockholder approval of the merger proposal having been obtained) or because the SWS stockholders failed to
approve the merger proposal at a meeting called for such purpose; or

�
by Hilltop for SWS's willful breach of any of its covenants or agreements under the merger agreement, which
breach would cause certain closing conditions not to be satisfied and which is not cured during the applicable cure
period;

and, within 12 months of termination SWS consummates a third party acquisition or enters into an agreement in respect
thereof (provided that the references to "15%" in the definition of third party acquisition shall be replaced with references to
"50%" for this purpose); or
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recommendation in favor of the merger, or SWS is in material breach of its non-solicitation obligations or its obligations
regarding soliciting stockholder approval of the merger.

 The Rights of SWS Stockholders Will Change as a Result of the Merger (page 301)

        The rights of SWS stockholders will change as a result of the merger due to differences in Hilltop's and SWS's governing documents and
states of incorporation. The rights of SWS stockholders are governed by Delaware law and by SWS's certificate of incorporation and bylaws,
each as amended to date. Upon the completion of the merger, SWS stockholders will become stockholders of Hilltop and the rights of former
SWS stockholders will therefore be governed by Maryland law and Hilltop's charter and bylaws as then in effect.

        See "Comparison of Stockholders' Rights" included elsewhere in this proxy statement/prospectus for a description of the material
differences in stockholders rights under each of the Hilltop and SWS governing documents and under Maryland and Delaware law.

 Litigation Relating to the Merger (page 278)

        Each of Hilltop, Peruna LLC, SWS and the individual members of the board of directors of SWS have been named as defendants in two
purported shareholder class action lawsuits arising out of the merger. Both lawsuits were filed in Delaware Chancery Court (Joseph Arceri v.
SWS Group, Inc. et al and Chaile Steinberg v. SWS Group, Inc. et al filed April 8, 2014 and April 11, 2014, respectively). The lawsuits allege
claims for breach of fiduciary duty by the individual directors of SWS, and claims against Hilltop for aiding and abetting that breach of fiduciary
duty. Both actions seek to enjoin the merger. Hilltop and SWS believe that the claims are without merit and each intends to vigorously defend
against these actions.
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 SELECTED HISTORICAL CONSOLIDATED FINANCIAL DATA FOR HILLTOP

        Set forth below is certain consolidated financial data of Hilltop as of and for the years ended December 31, 2009 through December 31,
2013 and as of and for the three months ended March 31, 2014 and 2013. The results of operations for the three months ended March 31, 2014
and 2013 are not necessarily indicative of the results of operations for the full year or any other interim period. Hilltop management prepared the
unaudited consolidated information as of and for the three months ended March 31, 2014 and 2013 on the same basis as it prepared Hilltop's
audited consolidated financial statements as of and for the year ended December 31, 2013. In the opinion of Hilltop management, this
information reflects all adjustments, consisting of only normal recurring adjustments, necessary for a fair statement of this data for those dates.
You should read Hilltop's selected historical financial data, together with the notes thereto, in conjunction with the more detailed information
contained in Hilltop's consolidated financial statements and related notes and "Information About the Companies�Hilltop�Management's
Discussion and Analysis of Financial Condition and Results of Operations" included in this proxy statement/prospectus. Hilltop's operating
results for 2012 include the results from the operations acquired in Hilltop's acquisition of PlainsCapital Corporation for the month of December
2012 and the operations acquired in Hilltop's acquisition of First National bank are included
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in Hilltop's operating results beginning September 14, 2013 (dollars in thousands, except per share data and weighted average shares
outstanding).

Three Months Ended
March 31, Year Ended December 31,

2014 2013 2013 2012 2011 2010 2009
(Unaudited)

Statement of Operations Data:
Total interest income $ 91,828 $ 74,604 $ 329,075 $ 39,038 $ 11,049 $ 8,154 $ 6,866
Total interest expense 6,407 7,343 32,874 10,196 8,985 8,971 9,668

​ ​​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​
Net interest income (loss) 85,421 67,261 296,201 28,842 2,064 (817) (2,802)
Provision for loan losses 3,242 13,005 37,158 3,800 � � �

​ ​​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​
Net interest income (loss) after provision
for loan losses 82,179 54,256 259,043 25,042 2,064 (817) (2,802)
Total noninterest income 170,100 213,278 850,085 224,232 141,650 124,073 122,377
Total noninterest expense 212,629 214,991 911,735 255,517 155,254 124,811 123,036

​ ​​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​
Income (loss) before income taxes 39,650 52,543 197,393 (6,243) (11,540) (1,555) (3,461)
Income tax expense (benefit) 14,354 19,170 70,684 (1,145) (5,009) (1,007) (1,349)

​ ​​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​
Net income (loss) 25,296 33,373 126,709 (5,098) (6,531) (548) (2,112)
Less: Net income attributable to
noncontrolling interest 110 300 1,367 494 � � �

​ ​​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​
Income (loss) attributable to Hilltop 25,186 33,073 125,342 (5,592) (6,531) (548) (2,112)
Dividends on preferred stock and other(1) 1,426 703 4,327 259 � 12,939 10,313

​ ​​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​
Income (loss) applicable to Hilltop common
stockholders $ 23,760 $ 32,370 $ 121,015 $ (5,851) $ (6,531) $ (13,487) $ (12,425)

​ ​​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​
​ ​​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​

Per Share Data:
Net income (loss)�basic $ 0.26 $ 0.39 $ 1.43 $ (0.10) $ (0.12) $ (0.24) $ (0.22)
Weighted average shares outstanding�basic 89,707 83,487 84,382 58,754 56,499 56,492 56,474
Net income (loss)�diluted $ 0.26 $ 0.39 $ 1.40 $ (0.10) $ (0.12) $ (0.24) $ (0.22)
Weighted average shares outstanding�diluted 90,585 83,743 90,331 58,754 56,499 56,492 56,474
Book value per common share $ 13.76 $ 12.74 $ 13.27 $ 12.34 $ 11.60 $ 11.56 $ 11.77
Tangible book value per common share $ 10.21 $ 8.83 $ 9.70 $ 8.37 $ 11.01 $ 10.95 $ 11.13

Balance Sheet Data:
Total assets $9,033,432 $7,216,910 $8,904,122 $7,286,865 $925,425 $939,641 $1,040,752
Cash and due from banks 889,950 588,838 713,099 722,039 578,520 649,439 790,013
Securities 1,329,690 1,207,274 1,261,989 1,081,066 224,200 148,965 129,968
Loans held for sale 887,200 1,242,322 1,089,039 1,401,507 � � �
Non-covered loans, net of unearned income 3,646,946 3,248,367 3,514,646 3,152,396 � � �
Covered loans 909,783 � 1,006,369 � � � �
Allowance for loan losses (37,310) (16,637) (34,302) (3,409) � � �
Goodwill and other intangible assets, net 319,916 326,860 322,729 331,508 33,062 34,587 36,229
Total deposits 6,663,176 4,758,438 6,722,918 4,700,461 � � �
Notes payable 55,465 140,747 56,327 141,539 131,450 138,350 138,350
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Junior subordinated debentures 67,012 67,012 67,012 67,012 � � �
Total stockholders' equity 1,355,213 1,178,585 1,311,922 1,146,550 655,383 653,055 783,777

Performance Ratios(2):
Return on average stockholders' equity 7.65% 11.46% 10.48% -0.62%
Return on average assets 1.14% 1.87% 1.66% -0.08%
Net interest margin (taxable equivalent)(3) 4.62% 4.35% 4.47% 4.64%
Efficiency ratio(4)(5)(6) 63.34% 38.41% 42.58% NM

Asset Quality Ratios(2):
Total nonperforming assets to total loans
and other real estate(5) 4.14% 0.35% 3.70% NM
Allowance for loan losses to nonperforming
loans(5) 100.83% 489.18% 136.39% NM
Allowance for loan losses to total loans(5) 0.82% 0.51% 0.76% NM
Net charge-offs to average loans
outstanding(5) 0.02% -0.03% 0.18% NM

Capital Ratios:
Equity to assets ratio 14.99% 16.32% 14.73% 15.71% 70.82% 69.50% 75.31%
Tangible common equity to tangible assets 10.56% 10.69% 10.19% 10.05% 69.74% 68.33% 62.56%

Regulatory Capital Ratios(2):
Hilltop�Leverage ratio(7) 13.12% 13.39% 12.81% 13.08%
Hilltop�Tier 1 risk-based capital ratio 18.66% 18.21% 18.53% 17.72%
Hilltop�Total risk-based capital ratio 19.32% 18.58% 19.13% 17.81%
Bank�Leverage ratio(7) 9.53% 9.22% 9.29% 8.84%
Bank�Tier 1 risk-based capital ratio 13.47% 12.21% 13.38% 11.83%
Bank�Total risk-based capital ratio 14.14% 12.59% 14.00% 11.93%

Other Data(8):
Net loss and LAE ratio 45.5% 56.5% 70.3% 74.4% 72.2% 60.5% 61.0%
Expense ratio 32.0% 32.2% 32.3% 34.4% 34.0% 36.0% 35.7%
GAAP combined ratio 77.5% 88.7% 102.6% 108.8% 106.2% 96.5% 96.8%
Statutory surplus(9) $ 132,286 $ 124,122 $ 125,054 $ 120,319 $118,708 $119,297 $ 117,063
Statutory premiums to surplus ratio 126.4% 125.9% 130.7% 125.0% 119.4% 102.0% 98.0%

(1)
Series A preferred stock was redeemed in September 2010.

(2)
Noted measures are typically used for measuring the performance of banking and financial institutions. Our operations prior to the PlainsCapital
Merger are limited to our insurance operations. Therefore, noted measures for periods prior to 2012 are not a useful measure and have been excluded.
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(3)
Taxable equivalent net interest income divided by average interest-earning assets. Our operations prior to the PlainsCapital Merger are limited to our
insurance operations. Therefore, noted measure for 2012 reflects the ratio for the month ended December 31, 2012.

(4)
Noninterest expenses divided by the sum of total noninterest income and net interest income for the year.

(5)
Noted measures are typically used for measuring the performance of banking and financial institutions. Our operations prior to the PlainsCapital
Merger are limited to our insurance operations. Additionally, noted measure is not meaningful ("NM") in 2012.

(6)
Only considers operations of banking segment.

(7)
Ratio for 2012 was calculated using the average assets for the month of December.

(8)
Only considers operations of insurance segment.

(9)
Statutory surplus includes combined surplus of NLIC and ASIC.

 Hilltop Non-GAAP to GAAP Reconciliation and Management's Explanation of Non-GAAP Financial Measures

        Hilltop presents two measures in its selected financial data that are not measures of financial performance recognized by GAAP.

        "Tangible book value per common share" is defined as total stockholders' equity, excluding preferred stock, reduced by goodwill and other
intangible assets, divided by total common shares outstanding. "Tangible common stockholders' equity to tangible assets" is defined as total
stockholders' equity, excluding preferred stock, reduced by goodwill and other intangible assets divided by total assets reduced by goodwill and
other intangible assets.

        These measures are important to investors interested in changes from period to period in tangible common equity per share exclusive of
changes in intangible assets. For companies such as Hilltop that have engaged in business combinations, purchase accounting can result in the
recording of significant amounts of goodwill and other intangible assets related to those transactions.

        You should not view this disclosure as a substitute for results determined in accordance with GAAP, and this disclosure is not necessarily
comparable to that of other companies that use non-GAAP measures. The following table reconciles these Hilltop non-GAAP financial measures
to the most comparable GAAP financial measures, "book value per common share" and "Hilltop stockholders' equity to total assets" (dollars in
thousands, except per share data).

March 31, December 31,

2014 2013 2013 2012 2011 2010 2009
Book value per common
share $ 13.76 $ 12.74 $ 13.27 $ 12.34 $ 11.60 $ 11.56 $ 11.77
Effect of goodwill and
intangible assets per
share $ (3.55) $ (3.91) $ (3.57) $ (3.97) $ (0.59) $ (0.61) $ (0.64)
Tangible book value per
common share $ 10.21 $ 8.83 $ 9.70 $ 8.37 $ 11.01 $ 10.95 $ 11.13
Hilltop stockholders'
equity $ 1,354,497 $ 1,177,809 $ 1,311,141 $ 1,144,496 $ 655,383 $ 653,055 $ 783,777
Less: preferred stock 114,068 114,068 114,068 114,068 � � 119,108
Less: goodwill and
intangible assets, net 319,916 326,860 322,729 331,508 33,062 34,587 36,229

​ ​​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​
Tangible common equity 920,513 736,881 874,344 698,920 622,321 618,468 628,440
Total assets
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9,033,432 7,216,910 8,904,122 7,286,865 925,425 939,641 1,040,752
Less: goodwill and
intangible assets, net 319,916 326,860 322,729 331,508 33,062 34,587 36,229

​ ​​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​
Tangible assets 8,713,516 6,890,050 8,581,393 6,955,357 892,363 905,054 1,004,523

Equity to assets 14.99% 16.32% 14.73% 15.71% 70.82% 69.50% 75.31%
Tangible common equity
to tangible assets 10.56% 10.69% 10.19% 10.05% 69.74% 68.33% 62.56%
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 SELECTED HISTORICAL CONSOLIDATED FINANCIAL DATA FOR SWS

        The following table sets forth the selected historical consolidated financial data for SWS. The selected consolidated financial data as of and
for the fiscal years ended June 30, 2013, June 29, 2012, June 24, 2011, June 25, 2010 and June 26, 2009 have been derived from the audited
financial statements of SWS for the fiscal years 2009-2013. The selected consolidated financial data as of and for the nine-month periods ended
March 31, 2014 and March 29, 2013 have been derived from unaudited consolidated financial statements and, in the opinion of SWS
management, include all adjustments, consisting only of normal recurring adjustments, necessary for a fair statement of the financial position,
results of operations and cash flows. You should not take historical results as necessarily indicative of the results that may be expected for the
entire fiscal year ending June 30, 2014. You should not assume the historical results for any past periods indicate results for any future period.

        You should read this selected consolidated financial data in conjunction with the audited consolidated financial statements and related notes
thereto included in SWS's Annual Report on Form 10-K for the fiscal year ended June 30, 2013 and the unaudited consolidated financial
statements and related notes thereto included in SWS's Quarterly Report on Form 10-Q for the period ended March 31, 2014. Please see the
section of this proxy statement/prospectus entitled "Where You Can Find More Information."

Nine Months Ended Fiscal Year Ended
March 31,
2014

March 29,
2013(4)

June 30,
2013

June 29,
2012

June 24,
2011

June 25,
2010

June 26,
2009

(In thousands, except ratios and per share amounts)
Consolidated Operating Results:
Total revenue $ 237,466 $ 249,536 $ 318,114 $ 353,741 $ 389,819 $ 422,227 $ 485,677
Net revenue(1) 203,155 216,208 271,653 293,423 342,064 366,971 381,621
Net income (loss) (6,774) (993) (33,445) (4,729) (23,203) (2,893) 23,631
Earnings (loss) per share�basic(2)
Net income (loss) $ (0.21) $ (0.03) $ (1.02) $ (0.14) $ (0.71) $ (0.10) $ 0.86
Earnings (loss) per
share�diluted(2)
Net income (loss) $ (0.21) $ (0.03) $ (1.02) $ (0.14) $ (0.71) $ (0.10) $ 0.86
Weighted average shares
outstanding�basic(2) 32,988 32,858 32,870 32,650 32,515 30,253 27,429
Weighted average shares
outstanding�diluted(2) 32,988 32,858 32,870 32,650 32,515 30,253 27,509
Cash dividends declared per
common share $ � $ � $ � $ � $ 0.12 $ 0.36 $ 0.36
Consolidated Financial
Condition:
Total assets $ 4,050,226 $ 3,996,485 $ 3,780,373 $ 3,546,843 $ 3,802,157 $ 4,530,691 $ 4,199,039
Long-term debt(3) 168,840 125,014 165,181 138,450 86,247 99,107 111,913
Stockholders' equity 307,060 354,311 315,286 355,702 357,469 383,394 340,357
Shares outstanding 32,754 32,641 32,629 32,576 32,285 32,342 27,263
Book value per common share $ 9.37 $ 10.85 $ 9.66 $ 10.92 $ 11.07 $ 11.85 $ 12.48

Bank Performance Ratios:
Return on assets 0.4% 0.2% 0.5% 0.2% (2.1)% (0.8)% 0.2%
Return on equity 3.3% 1.4% 3.5% 1.5% (21.4)% (9.1)% 2.6%
Equity to assets ratio 13.3% 13.0% 13.1% 12.0% 9.7% 9.2% 8.5%

(1)
Net revenue is equal to total revenues less interest expense.

(2)
Unvested share-based payment awards that contain non-forfeitable rights to dividends or dividend equivalents (paid or unpaid) are treated as
participating securities and are factored into the calculation of Earnings per Share ("EPS"), except in periods with a net loss, when they are excluded.

(3)
Includes FHLB advances with maturities in excess of one year and for fiscal year 2013 and 2012 and the nine months ended March 31, 2014 and
March 29, 2013, includes the $100.0 million Credit Agreement with Hilltop and Oak Hill net of a $16.9 million, $20.9 million, $13.5 million and
$18.0 million discount at June 30, 2013, June 29, 2012, March 31, 2014 and March 29, 2013, respectively.
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The Bank's performance ratios are for the period ended March 29, 2013.
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 HILLTOP HOLDINGS INC. UNAUDITED PRO FORMA CONDENSED
COMBINED FINANCIAL INFORMATION

        The following unaudited pro forma condensed combined financial statements show the impact on the separate historical financial
statements of Hilltop and SWS after giving effect to the merger and the assumptions and adjustments described in the accompanying notes to the
unaudited pro forma condensed combined financial statements. The following unaudited pro forma condensed combined statements of income
and accompanying notes exclude the impact on Hilltop's historical statements of income of the assumption of substantially all of the liabilities,
including all of the deposits, and acquisition of substantially all of the assets by PlainsCapital Bank (the "Bank"), a wholly owned subsidiary of
Hilltop, of Edinburg, Texas-based First National Bank ("FNB") from the Federal Deposit Insurance Corporation (the "FDIC"), as receiver, on
September 13, 2013 (the "FNB Transaction"). Pursuant to the Purchase and Assumption Agreement (the "P&A Agreement"), the Bank and the
FDIC entered into loss-share agreements whereby the FDIC agreed to share in the losses of certain covered loans and covered other real estate
owned that the Bank acquired. Due to the nature and magnitude of the FNB Transaction, coupled with the federal assistance and protection
resulting from the FDIC loss-share agreements, historical financial information of FNB is not relevant to future operations. Hilltop has omitted
certain historical financial information and the related pro forma financial information of FNB pursuant to the guidance provided in Staff
Accounting Bulletin Topic 1.K, Financial Statements of Acquired Troubled Financial Institutions ("SAB 1:K"), and a request for relief granted
by the SEC. SAB 1:K provides relief from the requirements of Rule 3-05 of Regulation S-X in certain instances, such as the FNB Transaction,
where a registrant engages in an acquisition of a significant amount of assets of a troubled financial institution for which audited financial
statements are not reasonably available and in which federal assistance is so persuasive as to substantially reduce the relevance of such
information to an assessment of future operations.

        The unaudited pro forma condensed combined balance sheet of Hilltop combines the historical balance sheets of Hilltop and SWS as of
March 31, 2014 as if the merger of SWS with and into Hilltop's wholly owned subsidiary, Peruna LLC (the "SWS Merger") had occurred on
March 31, 2014. The unaudited pro forma condensed combined statements of income for the year ended December 31, 2013 and the three
months ended March 31, 2014 are presented as if the SWS Merger had occurred on January 1, 2013. Hilltop and SWS have different fiscal
year-ends. Therefore, the unaudited pro forma condensed combined statement of income for the year ended December 31, 2013 combines the
audited results of Hilltop for the year ended December 31, 2013 with the unaudited results of SWS for the six months ended June 30, 2013 and
the six months ended December 31, 2013. The historical consolidated financial information has been adjusted to reflect factually supportable
items that are directly attributable to the SWS Merger, and with respect to the statements of income only, expected to have a continuing impact
on consolidated results of operations.

        The unaudited pro forma condensed combined financial information has been prepared using the acquisition method of accounting for
business combinations under accounting principles generally accepted in the United States. Hilltop is the acquirer for accounting purposes.
Hilltop has not had sufficient time to completely evaluate the significant assets and liabilities to be acquired in the SWS Merger. Accordingly,
the unaudited pro forma adjustments related to SWS, including the allocations of the purchase price, are preliminary and have been made solely
for the purpose of providing unaudited pro forma combined financial information.

        A final determination of the merger consideration and fair values of SWS's assets and liabilities, which cannot be made prior to the
completion of the merger, will be based on the actual tangible and intangible assets and liabilities of SWS that exist as of the date of completion
of the transaction. Consequently, amounts preliminarily allocated to bargain purchase gain and identifiable intangibles could change
significantly from those allocations used in the unaudited pro forma condensed combined
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financial statements presented below and could result in a material change in amortization of acquired intangible assets.

        In connection with the plan to integrate the operations of Hilltop and SWS following the completion of the SWS Merger, Hilltop anticipates
that nonrecurring charges, such as costs associated with systems implementation, employee retention and severance agreements, and other costs
related to exit or disposal activities, could be incurred. Hilltop is not able to determine the timing, nature, and amount of these charges as of the
date of this proxy statement/prospectus. However, these charges could affect the results of operations of Hilltop and SWS, as well as those of the
combined company as a result of the transaction, in the period in which they are recorded. Therefore, the unaudited pro forma condensed
combined financial statements do not include the effects of the costs associated with any restructuring or integration activities resulting from the
transactions, as they are nonrecurring in nature and not factually supportable at the time that the unaudited pro forma condensed combined
financial statements were prepared. We estimate transaction-related expenses aggregating approximately $8.0 million will be incurred by Hilltop
and SWS as a part of the SWS Merger for advisors, counsel and other third-parties. These transaction-related expenses are not included in the
unaudited pro forma condensed combined statements of income.

        Pursuant to the Funding Agreement, SWS entered into a $50.0 million unsecured loan with Oak Hill and warrants to purchase up to
8,695,652 shares of SWS common stock. The unaudited pro forma condensed combined financial statements include the effects of Oak Hill
exercising its warrants prior to the closing of the SWS Merger, the effect of which is provided for in the Oak Hill Letter Agreement. The Credit
Agreement governing the unsecured loan provides that upon prepayment of the unsecured loan, Oak Hill is entitled to a make-whole interest
payment equal to the present value of all required interest payments due on the loan from the date the loan is repaid through its maturity date.
Therefore, the unaudited pro forma condensed combined balance sheet includes the effects of an estimated make-whole interest payment by
SWS of $8.0 million to Oak Hill prior to the closing of the SWS Merger. This make-whole interest payment has been excluded from the
unaudited pro forma condensed combined statements of income, as it represents a nonrecurring item that does not have a continuing impact on
results of operations.

        The actual amounts recorded as of the completion of the SWS Merger may differ materially from the information presented in these
unaudited pro forma condensed combined financial statements as a result of:

�
changes in the trading price for Hilltop's common stock;

�
net cash used or generated in SWS's operations between the signing of the merger agreement and completion of the merger;

�
the timing of the completion of the merger;

�
other changes in SWS's net assets that occur prior to completion of the merger, which could cause material differences in the
information presented below; and

�
changes in the financial results of the combined company, which could cause material changes in the information presented
below.

        The unaudited pro forma condensed combined financial statements are provided for informational purposes only. The unaudited pro forma
condensed combined financial statements are not necessarily, and should not be assumed to be, an indication of the results that would have been
achieved had the transaction been completed as of the dates indicated or that may be achieved in the future. The preparation of the unaudited pro
forma condensed combined financial statements and related
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adjustments require management to make certain assumptions and estimates. The unaudited pro forma condensed combined financial statements
should be read together with:

�
the accompanying notes to the unaudited pro forma condensed combined financial statements;

�
Hilltop's separate audited historical consolidated financial statements and accompanying notes as of and for the year ended
December 31, 2013, included in this proxy statement/prospectus beginning on page F-1;

�
Hilltop's separate unaudited historical consolidated interim financial statements and accompanying notes as of and for the
three months ended March 31, 2014 included in this proxy statement/prospectus beginning on page F-94;

�
Audited Statement of Assets Acquired and Liabilities Assumed by the Bank related to the FNB Transaction at September 13,
2013 and the accompanying notes thereto, included in this proxy statement/prospectus beginning on page F-154;

�
SWS's separate audited historical consolidated financial statements and accompanying notes as of and for the year ended
June 30, 2013, incorporated by reference into this proxy statement/prospectus;

�
SWS's separate unaudited historical consolidated interim financial statements and accompanying notes as of and for the
three and nine months ended March 31, 2014, incorporated by reference into this proxy statement/prospectus; and

�
other information pertaining to Hilltop and SWS contained in or, with respect to SWS, incorporated by reference into this
proxy statement/prospectus. See "Selected Historical Consolidated Financial Data for Hilltop" and "Selected Historical
Consolidated Financial Data for SWS" included elsewhere in this proxy statement/prospectus.
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 HILLTOP HOLDINGS INC. UNAUDITED PRO FORMA CONDENSED COMBINED
BALANCE SHEET AS OF MARCH 31, 2014

Historical Pro Forma
Adjustments

Pro Forma
CombinedHilltop SWS Notes

(in thousands)
Assets:
Cash and due from banks $ 889,950 $ 87,763 $ (94,158) $ 883,555 A
Federal funds sold and securities purchased under agreements to resell 27,460 97,504 � 124,964
Assets segregated for regulatory purposes � 189,961 � 189,961
Securities:
Trading 53,350 288,969 � 342,319
Available for sale 1,245,359 575,679 (75,135) 1,745,903 B
Held to maturity 30,981 13,553 346 44,880 C

​ ​ ​ ​​​ ​​​ ​​​ ​​ ​
Total securities 1,329,690 878,201 (74,789) 2,133,102
Loans held for sale 887,200 � � 887,200
Non-covered loans, net of unearned income and allowance for
non-covered loan losses 3,612,301 822,079 (20,393) 4,413,987 D
Covered loans, net 909,783 � � 909,783
Broker-dealer and clearing organization receivables 174,442 1,869,238 � 2,043,680
Insurance premiums receivable 26,234 � � 26,234
Deferred policy acquisition costs 21,096 � � 21,096
Premises and equipment, net 202,155 16,955 (3,000) 216,110 E
FDIC indemnification asset 188,736 � � 188,736
Covered other real estate owned 152,310 � � 152,310
Mortgage servicing rights 29,939 � � 29,939
Other assets 262,220 80,973 6,892 350,085 F
Goodwill 251,808 7,552 (7,552) 251,808 G
Other intangible assets, net 68,108 � 10,000 78,108 H

​ ​ ​ ​​​ ​​​ ​​​ ​​ ​
Total assets $ 9,033,432 $ 4,050,226 $ (183,000) $ 12,900,658

​ ​ ​ ​​​ ​​​ ​​​ ​​ ​
​ ​ ​ ​​​ ​​​ ​​​ ​​ ​

Liabilities:
Deposits $ 6,663,176 $ 1,355,095 $ (15,301) $ 8,002,970 I
Broker-dealer and clearing organization payables 161,888 1,795,811 � 1,957,699
Reserve for losses and loss adjustment expenses 28,258 � � 28,258
Unearned insurance premiums 89,646 � � 89,646
Short-term borrowings 491,406 119,961 � 611,367
Advances from Federal Home Loan Bank � 92,430 1,458 93,888 J
Notes payable 55,465 86,537 (86,537) 55,465 K
Junior subordinated debentures 67,012 � � 67,012
Stock purchase warrants � 31,033 (31,033) � L
Other liabilities 121,368 262,299 4,700 388,367 M

​ ​ ​ ​​​ ​​​ ​​​ ​​ ​
Total liabilities 7,678,219 3,743,166 (126,713) 11,294,672
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Stockholders' Equity:
Preferred stock 114,068 � � 114,068
Common stock 902 3,331 (3,230) 1,003 N
Additional paid-in capital 1,388,002 324,221 (85,118) 1,627,105 O
Accumulated other comprehensive loss (16,054) (7,331) (538) (23,923) P
Accumulated deficit (132,421) (10,134) 29,572 (112,983) Q
Deferred compensation, net � 3,176 (3,176) � R
Treasury stock � (6,203) 6,203 � S

​ ​ ​ ​​​ ​​​ ​​​ ​​ ​
Total stockholders' equity before noncontrolling interest 1,354,497 307,060 (56,287) 1,605,270
Noncontrolling interest 716 � � 716

​ ​ ​ ​​​ ​​​ ​​​ ​​ ​
Total stockholders' equity 1,355,213 307,060 (56,287) 1,605,986

​ ​ ​ ​​​ ​​​ ​​​ ​​ ​
Total liabilities and stockholders' equity $ 9,033,432 $ 4,050,226 $ (183,000) $ 12,900,658

​ ​ ​ ​​​ ​​​ ​​​ ​​ ​
​ ​ ​ ​​​ ​​​ ​​​ ​​ ​

See accompanying Notes to Unaudited Pro Forma Condensed Combined Financial Statements
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 HILLTOP HOLDINGS INC. UNAUDITED PRO FORMA CONDENSED COMBINED
STATEMENT OF INCOME FOR THE THREE MONTHS ENDED MARCH 31, 2014

Historical Pro Forma
Adjustments

Pro Forma
CombinedHilltop SWS Notes

(in thousands, except per share data)
Interest income:
Loans, including fees $ 79,744 $ 6,255 $ 694 $ 86,693 T
Investment and other interest income 12,084 16,018 (1,612) 26,490 U

​ ​ ​ ​​​ ​​​ ​​​ ​​ ​
Total interest income 91,828 22,273 (918) 113,183

Interest expense:
Deposits 3,759 112 � 3,871
Short-term borrowings 395 610 � 1,005
Notes payable 648 3,310 (3,310) 648 V
Junior subordinated debentures 584 � � 584
Other 1,021 7,782 � 8,803

​ ​ ​ ​​​ ​​​ ​​​ ​​ ​
Total interest expense 6,407 11,814 (3,310) 14,911

Net interest income 85,421 10,459 2,392 98,272
Provision for (recapture of) loan losses 3,242 (1,578) � 1,664

​ ​ ​ ​​​ ​​​ ​​​ ​​ ​
Net interest income after provision for (recapture of) loan losses 82,179 12,037 2,392 96,608

Noninterest income:
Net gains from sale of loans and other mortgage production income 79,111 � � 79,111
Mortgage loan origination fees 12,344 � � 12,344
Net insurance premiums earned 40,319 � � 40,319
Investment and securities advisory fees and commissions 21,335 42,121 � 63,456
Other 16,991 6,349 6,745 30,085 X

​ ​ ​ ​​​ ​​​ ​​​ ​​ ​
Total noninterest income 170,100 48,470 6,745 225,315

Noninterest expense:
Employees' compensation and benefits 106,429 48,753 � 155,182
Loss and loss adjustment expenses 18,337 � � 18,337
Policy acquisition and other underwriting expenses 11,687 � � 11,687
Occupancy & equipment 26,338 7,676 (150) 33,864 Z
Other 49,838 12,249 408 62,495 AA

​ ​ ​ ​​​ ​​​ ​​​ ​​ ​
Total noninterest expense 212,629 68,678 258 281,565

Income (loss) before income taxes 39,650 (8,171) 8,879 40,358
Income tax expense 14,354 586 3,108 18,048 AB
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Net income (loss) 25,296 (8,757) 5,771 22,310
Less: Net income attributable to noncontrolling interest 110 � � 110
Less: Dividends on preferred stock 1,426 � � 1,426

​ ​ ​ ​​​ ​​​ ​​​ ​​ ​
Income (loss) applicable to common stockholders $ 23,760 $ (8,757) $ 5,771 $ 20,774

​ ​ ​ ​​​ ​​​ ​​​ ​​ ​
​ ​ ​ ​​​ ​​​ ​​​ ​​ ​

Earnings (loss) per common share:
Basic $ 0.26 $ (0.27) $ 0.21
Diluted $ 0.26 $ (0.27) $ 0.21

Weighted average share information:
Basic 89,707 33,020 (22,965) 99,762
Diluted 90,585 33,020 (22,965) 100,640

See accompanying Notes to Unaudited Pro Forma Condensed Combined Financial Statements
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 HILLTOP HOLDINGS INC. UNAUDITED PRO FORMA CONDENSED COMBINED
STATEMENT OF INCOME FOR THE YEAR ENDED DECEMBER 31, 2013

Historical Pro Forma
Adjustments

Pro Forma
CombinedHilltop SWS Notes

(in thousands, except per share data)
Interest income:
Loans, including fees $ 284,782 $ 30,298 $ 3,234 $ 318,314 T
Investment and other interest income 44,293 60,384 (6,263) 98,414 U

​ ​ ​ ​​​ ​​​ ​​​ ​​ ​
Total interest income 329,075 90,682 (3,029) 416,728

Interest expense:
Deposits 14,877 569 � 15,446
Short-term borrowings 1,814 2,605 � 4,419
Notes payable 10,512 12,827 (12,827) 10,512 V
Junior subordinated debentures 2,409 � � 2,409
Other 3,262 30,930 � 34,192

​ ​ ​ ​​​ ​​​ ​​​ ​​ ​
Total interest expense 32,874 46,931 (12,827) 66,978

Net interest income 296,201 43,751 9,798 349,750
Provision for (recapture of) loan losses 37,158 (9,559) � 27,599

​ ​ ​ ​​​ ​​​ ​​​ ​​ ​
Net interest income after provision for (recapture of) loan losses 259,043 53,310 9,798 322,151

Noninterest income:
Net realized gains on securities 4,937 � � 4,937
Net gains from sale of loans and other mortgage production income 457,531 � � 457,531
Mortgage loan origination fees 79,736 � � 79,736
Net insurance premiums earned 157,533 � � 157,533
Investment and securities advisory fees and commissions 93,093 175,639 (2,259) 266,473 W
Bargain purchase gain 12,585 � � 12,585
Other 44,670 40,236 54 84,960 X

​ ​ ​ ​​​ ​​​ ​​​ ​​ ​
Total noninterest income 850,085 215,875 (2,205) 1,063,755

Noninterest expense:
Employees' compensation and benefits 480,496 202,314 (1,627) 681,183 Y
Loss and loss adjustment expenses 110,755 � � 110,755
Policy acquisition and other underwriting expenses 46,289 � � 46,289
Occupancy & equipment 86,248 31,499 (727) 117,020 Z
Other 187,947 47,216 1,385 236,548 AA

​ ​ ​ ​​​ ​​​ ​​​ ​​ ​
Total noninterest expense 911,735 281,029 (969) 1,191,795

Income (loss) before income taxes 197,393 (11,844) 8,562 194,111
Income tax expense 70,684 24,343 (11,633) 83,394 AB
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Net income (loss) 126,709 (36,187) 20,195 110,717
Less: Net income attributable to noncontrolling interest 1,367 � � 1,367
Less: Dividends on preferred stock 4,327 � � 4,327

​ ​ ​ ​​​ ​​​ ​​​ ​​ ​
Income (loss) applicable to common stockholders $ 121,015 $ (36,187) $ 20,195 $ 105,023

​ ​ ​ ​​​ ​​​ ​​​ ​​ ​
​ ​ ​ ​​​ ​​​ ​​​ ​​ ​

Earnings (loss) per common share:
Basic $ 1.43 $ (1.10) $ 1.11
Diluted $ 1.40 $ (1.10) $ 1.10

Weighted average share information:
Basic 84,382 32,912 (22,857) 94,437
Diluted 90,331 32,912 (22,857) 100,386

See accompanying Notes to Unaudited Pro Forma Condensed Combined Financial Statements
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 NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL STATEMENTS

 1. Basis of Pro Forma Presentation

        The unaudited pro forma condensed combined balance sheet as of March 31, 2014 and the unaudited pro forma condensed combined
statements of income for the three months ended March 31, 2014 and the year ended December 31, 2013 are based on the historical financial
statements of Hilltop Holdings Inc. ("Hilltop") and SWS Group, Inc. ("SWS") after giving effect to the completion of the merger and the
assumptions and adjustments described in the accompanying notes. Hilltop and SWS have different fiscal year-ends. Therefore, the unaudited
pro forma condensed combined statement of income for the year ended December 31, 2013 combines the audited results of Hilltop for the year
ended December 31, 2013 with the unaudited results of SWS for the six months ended June 30, 2013 and the six months ended December 31,
2013. The unaudited pro forma condensed combined financial statements do not reflect cost savings or operating synergies expected to result
from the transactions, or the costs to achieve these cost savings or operating synergies, or any anticipated disposition of assets that may result
from the integration of the operations of the two companies. The unaudited pro forma condensed combined statements of income do not give
effect to the recent acquisition of First National Bank ("FNB") from the Federal Deposit Insurance Corporation (the "FDIC"), as receiver, as
further described below.

        On September 13, 2013 (the "Bank Closing Date"), PlainsCapital Bank (the "Bank"), a wholly owned subsidiary of Hilltop, assumed
substantially all of the liabilities, including all of the deposits, and acquired substantially all of the assets of Edinburg, Texas-based FNB from
the FDIC, as receiver, and reopened former FNB branches acquired from the FDIC under the "PlainsCapital Bank" name (the "FNB
Transaction"). Pursuant to the Purchase and Assumption Agreement (the "P&A Agreement"), the Bank and the FDIC entered into loss-share
agreements whereby the FDIC agreed to share in the losses of certain covered loans and covered other real estate owned ("OREO") that the
Bank acquired. The fair market value of the assets acquired was $2.2 billion, including $1.1 billion in covered loans, $286.2 million in securities,
$121.0 million in covered OREO and $45.9 million in non-covered loans. The Bank also assumed $2.2 billion in liabilities, consisting primarily
of deposits. Due to the nature and magnitude of the FNB Transaction, coupled with the federal assistance and protection resulting from the FDIC
loss-share agreements, historical financial information of FNB is not relevant to future operations. Hilltop has omitted certain historical financial
information and the related pro forma financial information of FNB pursuant to the guidance provided in Staff Accounting Bulletin Topic 1.K,
Financial Statements of Acquired Troubled Financial Institutions ("SAB 1:K"), and a request for relief granted by the SEC. SAB 1:K provides
relief from the requirements of Rule 3-05 of Regulation S-X in certain instances, such as the FNB Transaction, where a registrant engages in an
acquisition of a significant amount of assets of a troubled financial institution for which audited financial statements are not reasonably available
and in which federal assistance is so persuasive as to substantially reduce the relevance of such information to an assessment of future
operations.

        The SWS Merger will be accounted for under the acquisition method of accounting. In business combination transactions in which the
consideration given is not in the form of cash (that is, in the form of non-cash assets, liabilities incurred, or equity interests issued), measurement
of the merger consideration is based on the fair value of the consideration given or the fair value of the asset (or net assets) acquired, whichever
is more clearly evident and, thus, more reliably measurable.

        All of the assets acquired and liabilities assumed in a business combination are recognized at their acquisition-date fair value, while
transaction costs and restructuring costs associated with the business combination are expensed as incurred. The bargain purchase gain
represents the excess of the preliminary estimated fair value of the underlying net tangible assets and intangible assets over the preliminary
estimated merger consideration. Changes in deferred tax asset valuation allowances and income tax uncertainties after the acquisition date
generally affect income tax expense. Subsequent to
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the completion of the SWS Merger, Hilltop and SWS will finalize an integration plan, which may affect how the assets acquired, including
intangible assets, will be utilized by the combined company. For those assets in the combined company that will be phased out or will no longer
be used, additional amortization, depreciation and possibly impairment charges will be recorded after management completes the integration
plan.

        The unaudited pro forma information is presented solely for informational purposes and is not necessarily indicative of the combined
results of operations or financial position that might have been achieved for the periods or dates indicated, nor is it necessarily indicative of the
future results of the combined company.

 2. Preliminary Estimated Merger Consideration

        On March 31, 2014, Hilltop entered into a definitive merger agreement with SWS providing for the merger of SWS with and into
Peruna LLC, a wholly owned subsidiary of Hilltop. The merger agreement provides for SWS common stockholders, excluding Hilltop, to
receive a total of 10.1 million shares of Hilltop common stock and $78.2 million in cash for SWS common stock. The value of the per share
purchase consideration would be approximately $7.88 based upon the closing price of Hilltop common stock on March 31, 2014 multiplied by
the exchange ratio of 0.2496x and adding the cash portion of the merger consideration of $1.94 per share (collectively, the "Merger
Consideration").

        Based on SWS's shares of common stock, equity awards and stock purchase warrants outstanding as of March 31, 2014, and assuming that,
as of the closing of the SWS Merger, all equity awards are vested and exercised and all stock purchase warrants are exercised, the preliminary
estimated merger consideration is as follows (in thousands).

Preliminary Estimated Merger Consideration

Number of shares of SWS common stock outstanding upon closing of merger 50,459
Less shares held by Hilltop upon closing of merger (10,171)

​ ​ ​ ​​​ ​​
Number of shares of SWS common stock to be acquired upon closing of merger 40,288
Multiplied by per share exchange ratio 0.2496x

​ ​ ​ ​​​ ​​
Number of shares of Hilltop common stock�as exchanged 10,055
Multiplied by Hilltop common stock price on March 31, 2014 $ 23.79

​ ​ ​ ​​​ ​​
Estimated fair value of Hilltop common stock issued $ 239,204
Estimated cash distribution to SWS common stockholders(1) 78,158
Estimated fair value of Hilltop existing investment in SWS 76,552

​ ​ ​ ​​​ ​​
Total Preliminary Estimated Merger Consideration $ 393,914

​ ​ ​ ​​​ ​​
​ ​ ​ ​​​ ​​

(1)
The estimated cash distribution to SWS common stockholders equals the cash portion of the Merger Consideration of $1.94,
multiplied by 40,288,000 shares of SWS common stock exchanged upon closing of the merger.

 3. Preliminary Estimated Merger Consideration Allocation
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        Under the acquisition method of accounting, the total merger consideration is allocated to the acquired tangible and intangible assets and
assumed liabilities of SWS based on their estimated fair values as of the closing of the SWS Merger. If the fair value of net assets purchased
exceeds the merger consideration given, a "bargain purchase gain" is recognized. If the merger consideration given exceeds the fair value of the
net assets received, goodwill is recognized.
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        The allocation of the estimated merger consideration is preliminary because the proposed merger has not yet been completed. The
preliminary allocation is based on estimates, assumptions, valuations, and other studies which have not progressed to a stage where there is
sufficient information to make a definitive allocation. Accordingly, the merger consideration allocation and unaudited pro forma adjustments
will remain preliminary until Hilltop management determines the final merger consideration and the fair values of assets acquired and liabilities
assumed. The final determination of the merger consideration allocation is anticipated to be completed as soon as practicable after the
completion of the merger and will be based on the price of Hilltop's common stock immediately prior to the effective time of the SWS Merger.
The final amounts allocated to assets acquired and liabilities assumed could differ significantly from the amounts presented in the unaudited pro
forma condensed combined financial statements.

        The total preliminary estimated merger consideration as shown in the table above is allocated to SWS's tangible and intangible assets and
liabilities as of March 31, 2014 based on their preliminary estimated fair values as follows (in thousands).

Preliminary Estimated Merger Consideration Allocation

Cash and due from banks $ 75,763
Federal funds sold and securities purchased under agreements to resell 97,504
Assets segregated for regulatory purposes 189,961
Securities 878,547
Non-covered loans, net 801,686
Broker-dealer and clearing organization receivables 1,869,238
Premises and equipment, net 13,955
Other assets 87,662
Deposits (1,339,794)
Broker-dealer and clearing organization payables (1,795,811)
Short-term borrowings (119,961)
Advances from Federal Home Loan Bank (93,888)
Other liabilities (266,999)
Intangible assets 10,000
Bargain purchase gain (13,949)

​ ​ ​ ​​
Preliminary Estimated Merger Consideration $ 393,914
Less Hilltop existing investment in SWS (76,552)

​ ​ ​ ​​
Preliminary Estimated Merger Consideration, excluding Hilltop existing investment in SWS $ 317,362

​ ​ ​ ​​
​ ​ ​ ​​

        Approximately $10.0 million has been preliminarily allocated to amortizable intangible assets acquired. The amortization related to the
preliminary fair value of net amortizable intangible assets is reflected as a pro forma adjustment to the unaudited pro forma condensed combined
financial statements.

        Identifiable intangible assets.    The preliminary fair values of intangible assets were determined based on the provisions of ASC 805,
which defines fair value in accordance with ASC Topic 820, Fair Value Measurements and Disclosures ("ASC 820"). ASC 820 defines fair
value as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date. Intangible assets were identified that met either the separability
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criterion or the contractual-legal criterion described in ASC 805. The preliminary allocation to intangible assets is as follows (dollars in
thousands).

Estimated
Useful Life
(Years)

Amortization
Method

Customer contracts and relationships $ 8,000 10 accelerated
Core deposit intangible 1,000 10 accelerated
Trademarks and trade names 1,000 20 straight-line

​ ​ ​ ​​​ ​​ ​
Total intangible assets $ 10,000

​ ​ ​ ​​​ ​​ ​
​ ​ ​ ​​​ ​​ ​

        Bargain Purchase Gain.    The bargain purchase gain represents the excess of the preliminary estimated fair value of the underlying net
tangible and intangible assets over the preliminary estimated merger consideration. The bargain purchase gain resulting from the SWS Merger is
a one-time, extraordinary gain that is not expected to be repeated in future periods. As noted above, the final amounts allocated to assets and
liabilities could differ significantly from the amounts presented in the unaudited pro forma condensed combined financial statements. This may
cause us to revise our estimates, which could result in the recognition of additional bargain purchase gain, or the recognition of less or no
bargain purchase gain, in which case we may be required to record goodwill that would be subject to an ongoing impairment analysis.

 4. Preliminary Unaudited Pro Forma and Merger Accounting Adjustments

        The unaudited pro forma financial information is not necessarily indicative of what the financial position or operating results actually
would have been had the SWS Merger taken place on January 1, 2013, and includes adjustments which are preliminary and may be revised.
Such revisions may result in material changes. The financial position shown herein is not necessarily indicative of what the past financial
position of the combined companies would have been, nor necessarily indicative of the financial position of the post-merger periods. The
unaudited pro forma financial information does not give consideration to the impact of possible expense efficiencies, synergies, strategy
modifications, asset dispositions, or other actions that may result from the SWS Merger.
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        The following unaudited pro forma adjustments result from accounting for the merger, including the determination of fair value of the
assets, liabilities and commitments which Hilltop, as the acquirer for accounting purposes, will acquire from SWS. The descriptions related to
these preliminary adjustments are as follows (in thousands).

Balance Sheet

A Adjustments to cash:
To reflect cash used to purchase outstanding shares of SWS $ (78,158)
To reflect cash used to pay estimated transaction costs (8,000)
To reflect cash used to pay make-whole interest on note payable by SWS to Oak Hill (8,000)

​ ​ ​ ​ ​ ​​
$ (94,158)

B Adjustments to available for sale investments:
To eliminate Hilltop historical investment in SWS $ (76,552)
To reflect purchase fair value of Hilltop investment in SWS 1,417

​ ​ ​ ​ ​ ​​
$ (75,135)

C Adjustment to held to maturity investments:
To reflect estimated fair value at acquisition date $ 346

D Adjustment to non-covered loans, net:
To reflect estimated fair value at acquisition date $ (20,393)

E Adjustment to premises and equipment, net:
To reflect estimated fair value at acquisition date $ (3,000)

F Adjustments to other assets:
To reflect deferred tax asset changes resulting from pro forma adjustments $ 13,432
To reflect current tax recoverable from estimated transaction costs 1,400
To reflect deferred tax liability arising from identified intangible assets (3,500)
To reflect estimated fair value of other assets at acquisition date (4,440)

​ ​ ​ ​ ​ ​​
$ 6,892

G Adjustment to goodwill:
To eliminate SWS historical acquired goodwill $ (7,552)

H Adjustment to other intangible assets, net:
To reflect the identified intangibles associated with the SWS Merger $ 10,000

I Adjustment to deposits:
To reflect estimated fair value at acquisition date $ (15,301)

J Adjustment to advances from Federal Home Loan Bank:
To reflect estimated fair value at acquisition date $ 1,458

K Adjustments to notes payable:
To reflect amortization of the remaining discount on notes payable held by SWS $ 13,463
To reflect the issuance of SWS common stock in exchange for foregiveness of SWS notes payable held by Hilltop and
Oak Hill (100,000)

​ ​ ​ ​ ​ ​​
$ (86,537)

L Adjustment to stock purchase warrants:
To reflect the issuance of SWS common stock in exchange for foregiveness of SWS notes payable held by Hilltop and
Oak Hill $ (31,033)
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M Adjustment to other liabilities:
To reflect estimated fair value at acquisition date $ 4,700

N Adjustments to common stock:
To reflect the issuance of SWS common stock in exchange for SWS notes payable and warrants held by Hilltop and
Oak Hill $ 1,739
To eliminate SWS historical common stock, including common stock issued for SWS notes payable and warrants held
by Hilltop and Oak Hill (5,070)
To reflect the issuance of Hilltop common stock to SWS stockholders 101

​ ​ ​ ​ ​ ​​
$ (3,230)

O Adjustments to additional paid-in capital:
To reflect the issuance of SWS common stock in exchange for SWS notes payable and warrants held by Hilltop and
Oak Hill $ 129,294
To eliminate SWS historical additional paid-in capital, including common stock issued for SWS notes payable and
warrants held by Hilltop and Oak Hill (453,515)
To reflect the issuance of Hilltop common stock to SWS stockholders 239,103

​ ​ ​ ​ ​ ​​
$ (85,118)

P Adjustments to accumulated other comprehensive loss:
To eliminate SWS historical accumulated other comprehensive loss $ 7,331
To reflect recognition of unrealized gains on prior investment interests (7,869)

​ ​ ​ ​ ​ ​​
$ (538)

Q Adjustments to accumulated deficit:
To eliminate SWS historical accumulated deficit $ 10,134
To reflect increase in estimated fair value of Hilltop historical investment in SWS at acquisition date 920
To reflect the bargain purchase gain associated with the SWS Merger 13,949
To reflect estimated transactions costs, net of tax (3,300)
To reflect recognition of unrealized gains on prior investment interests 7,869

​ ​ ​ ​ ​ ​​
$ 29,572

R Adjustment to deferred compensation, net:
To eliminate SWS historical deferred compensation, net $ (3,176)

S Adjustment to treasury stock:
To eliminate SWS historical treasury stock $ 6,203

        Pursuant to the acquisition method of accounting, the final Merger Consideration will be based on the price of Hilltop's common stock
immediately prior to the effective time of the SWS Merger. A 20% difference in per share price at the closing of the SWS Merger compared to
the amount used in these unaudited pro forma condensed combined financial statements would increase or decrease total Merger Consideration
and the bargain purchase gain by approximately $48 million.
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Statements of Income

Three Months
Ended March 31,

2014

Year Ended
December 31,

2013
T Adjustment to loan interest income:

To reflect accretion of loan discounts resulting from loan fair value pro forma adjustment $ 694 $ 3,234
U Adjustments to investment and other interest income:

To reflect elimination of historical interest income from Hilltop investment in SWS $ (1,593) $ (6,166)
To reflect foregone interest resulting from pro forma cash adjustments, excluding make-whole
provision (19) (97)

​ ​ ​ ​ ​ ​​​ ​​
$ (1,612) $ (6,263)

V Adjustment to interest expense on notes payable:
To reflect elimination of historical interest expense from Hilltop and Oak Hill notes payable in
SWS $ (3,310) $ (12,827)

W
Adjustment to investment and securities advisory fees and commissions:
To reflect elimination of SWS discontinued operations from its historical operating results $ � $ (2,259)

X Adjustments to other noninterest income:
To reflect elimination of historical unrealized (gains) losses from Hilltop and Oak Hill warrants
in SWS $ 6,745 $ 54

Y Adjustment to employees' compensation and benefits:
To reflect elimination of SWS discontinued operations from its historical operating results $ � $ (1,627)

Z Adjustments to occupancy and equipment expense:
To reflect reduction in deprecation expense resulting from premises and equipment pro forma
adjustment $ (150) $ (600)
To reflect elimination of SWS discontinued operations from its historical operating results � (127)

​ ​ ​ ​ ​ ​​​ ​​
$ (150) $ (727)

AA Adjustments to other noninterest expense:
To reflect intangible amortization expense resulting from identified intangibles associated with
the SWS Merger $ 408 $ 1,740
To reflect elimination of SWS discontinued operations from its historical operating results � (355)

​ ​ ​ ​ ​ ​​​ ​​
$ 408 $ 1,385

AB Adjustments to income tax expense:
To reflect the income tax effect of pro forma adjustments at Hilltop's estimated combined
statutory tax rate of 35%, excluding historical SWS pro forma adjustments $ 3,108 $ (11,633)

        Note that the estimated transaction costs included as part of the unaudited pro forma condensed combined balance sheet as of March 31,
2014 have not been included in the above unaudited pro forma adjustments. In addition, the unaudited pro forma condensed combined
statements of income
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exclude nonrecurring items resulting directly from the SWS Merger and that do not have a continuing impact on results of operations. These
items include estimated pre-tax income aggregating approximately $13.5 million as of March 31, 2014 associated with the recognition of gains
on prior investment interests in SWS by Hilltop and the recognition of the remaining unrecognized discount on Hilltop's note receivable from
SWS, and estimated pre-tax expense aggregating approximately $8.0 million as of March 31, 2014 associated with the estimated make-whole
interest payment by SWS to Oak Hill.

 5. Unaudited Preliminary Estimated Accretion/Amortization of Certain Purchase Accounting Adjustments

        The following table sets forth an estimate of the expected effects, if not using the straight-line method, of the projected aggregate purchase
accounting adjustments reflected in the unaudited pro forma condensed combined financial statements on the future income before income tax
expense of Hilltop after the SWS Merger (in thousands).

Accretion (Amortization)

Year 1 Year 2 Year 3 Year 4 Year 5
Loans, including fees $ 3,234 $ 2,651 $ 2,258 $ 1,882 $ 1,122
Other intangibles (1,690) (1,515) (1,339) (1,163) (988)

​ ​ ​ ​​​ ​​​ ​​​ ​​​ ​​
Increase (decrease) in income before income tax expense $ 1,544 $ 1,136 $ 919 $ 719 $ 134

​ ​ ​ ​​​ ​​​ ​​​ ​​​ ​​
​ ​ ​ ​​​ ​​​ ​​​ ​​​ ​​

        The actual effect of purchase accounting adjustments on the future income before income tax expense of Hilltop may differ from these
estimates based on the closing date estimates of fair values and the use of different amortization methods than assumed above.

 6. Earnings per Common Share

        Unaudited pro forma earnings per common share for the three months ended March 31, 2014 and for the year ended December 31, 2013
have been calculated using Hilltop's historic weighted average common shares outstanding plus the common shares issued as a part of the SWS
Merger.
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        The following table presents the computation of basic and diluted unaudited pro forma earnings per common share (in thousands, except
per share data).

Three Months
Ended

March 31,
2014

Year Ended
December 31,

2013
Basic earnings per share:
Pro forma combined net income $ 20,774 $ 105,023
Less: income applicable to participating shares (98) (521)

​ ​ ​ ​​​ ​​
Pro forma combined net earnings available to Hilltop common stockholders $ 20,676 $ 104,502

​ ​ ​ ​​​ ​​
​ ​ ​ ​​​ ​​

Pro forma weighted average common shares outstanding�basic:
Historic Hilltop 89,707 84,382
Common shares issued to SWS common stockholders 10,055 10,055

​ ​ ​ ​​​ ​​
Pro forma weighted average common shares outstanding�basic 99,762 94,437

​ ​ ​ ​​​ ​​
Pro forma combined net earnings per common share�basic $ 0.21 $ 1.11

​ ​ ​ ​​​ ​​
​ ​ ​ ​​​ ​​

Diluted earnings per share:
Pro forma combined net income $ 20,774 $ 105,023
Add: interest expense on senior exchangeable notes (net of tax) � 5,059

​ ​ ​ ​​​ ​​
Pro forma combined net earnings available to Hilltop common stockholders $ 20,774 $ 110,082

​ ​ ​ ​​​ ​​
​ ​ ​ ​​​ ​​

Pro forma weighted average common shares outstanding�basic 99,762 94,437
Effect of potentially dilutive securities 878 5,949

​ ​ ​ ​​​ ​​
Pro forma weighted average common shares outstanding�diluted 100,640 100,386

​ ​ ​ ​​​ ​​
Pro forma combined net earnings per common share�diluted $ 0.21 $ 1.10

​ ​ ​ ​​​ ​​
​ ​ ​ ​​​ ​​
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 UNAUDITED COMPARATIVE PER SHARE DATA

        The following tables present: (1) historical per share information for Hilltop; (2) pro forma per share information of the combined company
after giving effect to the acquisition of SWS by Hilltop; and (3) historical and equivalent pro forma per share information for SWS.

        We derived the combined company pro forma per share information primarily by combining information from the historical consolidated
financial statements of Hilltop and SWS. You should read these tables, together with the historical consolidated financial statements of Hilltop
which are included in this proxy statement/prospectus and of SWS which are filed with the SEC and incorporated by reference into this proxy
statement/prospectus. See "Where You Can Find More Information." You should not rely on the pro forma per share information as being
necessarily indicative of actual results had the acquisition occurred on January 1, 2013 (for statement of earnings purposes) or March 31, 2014
(for book value per share data purposes). The unaudited pro forma information, while helpful in illustrating the financial characteristics of the
combined company under one set of assumptions, does not reflect the impact of possible business model changes as a result of current market
conditions which may impact revenues, expense efficiencies, asset dispositions, share repurchases and other factors. 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 nor is it
indicative of the results of operations in future periods or the future financial position of the combined company. The unaudited pro forma
adjustments are based upon available information and certain assumptions that Hilltop management believes are reasonable. Upon completion of
the merger, the operating results of SWS will be reflected in the consolidated financial statements of Hilltop on a prospective basis.

Hilltop
Historical

SWS
Historical

Pro Forma
Combined

Per
Equivalent

SWS Share(1)
Income (loss) from operations for the year ended December 31, 2013:
Basic earnings (loss) per share $ 1.43 $ (1.10) $ 1.11 $ 0.28
Diluted earnings (loss) per share $ 1.40 $ (1.10) $ 1.10 $ 0.27

Dividends paid for the year ended December 31, 2013: $ � $ � $ � $ �
Book value per share as of December 31, 2013: $ 13.27 $ 9.57 N/A N/A

Income from operations for the three months ended March 31, 2014:
Basic earnings per share $ 0.26 $ (0.27) $ 0.21 $ 0.05
Diluted earnings per share $ 0.26 $ (0.27) $ 0.21 $ 0.05

Dividends paid for the three months ended March 31, 2014: $ � $ � $ � $ �
Book value per share as of March 31, 2014: $ 13.76 $ 9.37 $ 14.88 $ 3.71

(1)
The per equivalent SWS share data is based only on the 0.2496 shares of Hilltop common stock to be issued to SWS stockholders as
the stock portion of the merger consideration for each share of SWS common stock and does not give effect to the $1.94 in cash to be
received by SWS stockholders as the cash portion of the merger consideration for each share of SWS common stock.
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 COMPARATIVE MARKET PRICES AND DIVIDENDS

        Hilltop common stock is listed on the New York Stock Exchange under the trading symbol "HTH." and SWS common stock is listed on the
New York Stock Exchange under the trading symbol "SWS." The following table sets forth the high and low reported sale prices per share of
Hilltop common stock and SWS common stock, and the cash dividends declared per share for the periods indicated.

Hilltop Common Stock
Market Price

SWS Common Stock
Market Price

High Low Dividend High Low Dividend
2011
First Quarter $ 10.13 $ 9.01 $ � $ 6.49 $ 4.27 $ 0.01
Second Quarter 10.09 8.60 � 6.76 5.56 0.01
Third Quarter 9.01 7.12 � 6.31 3.67 �
Fourth Quarter 8.60 6.88 � 7.56 4.03 �
2012
First Quarter $ 9.10 $ 7.87 $ � $ 7.77 $ 4.79 $ �
Second Quarter 10.89 7.75 � 5.94 5.08 �
Third Quarter 12.80 10.21 � 6.58 5.23 �
Fourth Quarter 14.49 12.57 � 6.33 4.02 �
2013
First Quarter $ 14.21 $ 12.34 $ � $ 6.82 $ 5.32 $ �
Second Quarter 16.94 12.59 � 6.29 5.30 �
Third Quarter 18.71 15.46 � 6.28 5.19 �
Fourth Quarter 24.05 17.09 � 6.59 5.31 �
2014
First Quarter $ 25.61 $ 22.42 $ � $ 8.29 $ 6.01 $ �
Second Quarter 25.08 19.72 � 8.06 6.95 �
Third Quarter (through July 2, 2014) 21.93 21.28 � 7.47 7.27 �
        The following table sets forth the closing prices of Hilltop and SWS as reported on January 9, 2014, the last trading day prior to Hilltop
publicly announcing its interest in a transaction with SWS and July 2, 2014, the last trading day prior to the date of this proxy
statement/prospectus. The table also shows the implied value of one share of SWS common stock at each applicable date, which was calculated
by multiplying the closing price for one share of Hilltop common stock by the exchange ratio of 0.2496 and adding the cash component of the
merger consideration of $1.94 per SWS common share.

Hilltop
Common Stock
Closing Price

SWS Common
Stock Closing

Price

Implied Value
of SWS

Common Stock
January 9, 2014 $ 23.44 $ 6.06 $ 7.79
July 2, 2014 $ 21.37 $ 7.34 $ 7.27
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 RISK FACTORS

In addition to general investment risks, the other information included and incorporated by reference in this proxy statement/prospectus
(please see the section entitled "Where You Can Find More Information"), including the matters addressed in the section entitled
"Forward-Looking Statements," you should carefully consider the following risks before deciding whether to adopt and approve the merger
agreement.

 Risk Factors Relating to the Merger

Because the market price of Hilltop common stock will fluctuate and the per share merger consideration may be adjusted, SWS stockholders
cannot be sure of the value of the merger consideration they will receive.

        Upon completion of the merger, each share of SWS common stock will be converted into merger consideration consisting of $1.94 in cash
and 0.2496 in Hilltop common stock. As of March 31, 2014, the book value per share of SWS common stock was $9.37 and the tangible book
value per share of SWS common stock was $9.14. Giving effect to the merger as of March 31, 2014, the pro forma book value per equivalent
SWS share is $3.71 (the per equivalent SWS share figure is based only on the 0.2496 shares of Hilltop common stock to be issued to SWS
stockholders as the stock portion of the merger consideration for each share of SWS common stock and does not give effect to the $1.94 in cash
to be received by SWS stockholders as the cash portion of the merger consideration for each share of SWS common stock). The market value of
the merger consideration may vary from the closing price of Hilltop common stock on the date the merger was announced, on the date that this
proxy statement/prospectus was mailed to SWS stockholders, on the date of the special meeting of the SWS stockholders and on the date the
merger is completed and thereafter. Any change in the market price of Hilltop common stock prior to completion of the merger will affect the
market value of the merger consideration that SWS stockholders will receive upon completion of the merger. Accordingly, at the time of the
special meeting, SWS stockholders will not know, or be able to calculate, the value of the merger consideration they would receive upon
completion of the merger. SWS is not permitted to terminate the merger agreement or resolicit the vote of its stockholders solely because of
changes in the market price of Hilltop's common stock, and there will be no adjustment to the merger consideration for changes in such market
price. Stock price changes may result from a variety of factors, including general market and economic conditions, changes in our respective
businesses, operations and prospects, and regulatory considerations. Many of these factors are beyond SWS's control.

        We urge you to obtain current market quotations for shares of Hilltop common stock before you vote your shares at the SWS special
meeting.

The results of operations of Hilltop after the merger may be affected by factors different from those currently affecting the results of
operations of Hilltop and SWS.

        The businesses of Hilltop and SWS differ in important respects and, accordingly, the results of operations of the combined company and
the market price of the combined company's common stock may be affected by factors different from those currently affecting the independent
results of operations of Hilltop and SWS. For a discussion of the business of Hilltop and of certain factors to consider in connection with
Hilltop's business, see "Information About the Companies�Hilltop" included elsewhere in this proxy statement/prospectus and the consolidated
financial statements of Hilltop beginning on page F-1 of this proxy statement/prospectus. For a discussion of the business of SWS and of certain
factors to consider in connection with SWS's business, see "Information About the Companies�SWS" and the information included in this proxy
statement/prospectus and referred to under "Where You Can Find More Information" included elsewhere in this proxy statement/prospectus.
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The fairness opinion that SWS has obtained from Sandler O'Neill, has not been, and is not expected to be, updated to reflect any changes in
circumstances that may have occurred since the signing of the merger agreement.

        The fairness opinions issued to the Special Committee by Sandler O'Neill regarding the fairness, from a financial point of view, of the
consideration to be received by stockholders of SWS other than Hilltop in connection with the merger, speaks only as of March 31, 2014.
Changes in the operations and prospects of Hilltop or SWS, general market and economic conditions and other factors which may be beyond the
control of Hilltop and SWS, and on which the fairness opinion was based, may have altered the value of Hilltop or SWS or the market price of
shares of Hilltop common stock as of the date of this proxy statement/prospectus, or may alter such values and market price by the time the
merger is completed. For example, the implied value of SWS common stock was $7.88 per share on the date of the fairness opinion and $7.27
per share as of July 2, 2014. Sandler O'Neill does not have any obligation to update, revise or reaffirm its opinion to reflect subsequent
developments, and has not done so. For a description of the opinion that SWS received from its financial advisor, please refer to "The
Merger�Opinion of SWS's Financial Advisor" included elsewhere in this proxy statement/prospectus. For a description of the other factors
considered by SWS's board of directors in determining to approve the merger, please refer to "The Merger�Reasons for the Merger and "The
Merger�Recommendation of the SWS Board of Directors" included elsewhere in this proxy statement/prospectus.

The merger is subject to the receipt of consents and approvals from government entities that may take longer than expected or may impose
conditions that are not presently anticipated or that could have an adverse effect on the combined company following the merger.

        The merger is conditioned on the receipt of all requisite governmental and regulatory authorizations, consents, orders and approvals from
the Federal Reserve Board and the Texas Department of Banking and the expiration or termination of the waiting period under the HSR Act.
These government entities may impose conditions on the completion of the merger and bank merger or require changes to the terms of the
merger or bank merger. Although Hilltop and SWS do not currently expect that any such material conditions or changes would be imposed,
there can be no assurance that they will not be, and such conditions or changes could have the effect of delaying or preventing completion of the
merger or imposing additional costs on or limiting the revenues of the combined company following the merger and the bank merger, any of
which might have an adverse effect on the combined company following the merger and the bank merger. See "The Merger�Regulatory
Approvals Required for the Merger."

Upon your receipt of shares of Hilltop common stock as merger consideration, you will become a stockholder in Hilltop, a Maryland
corporation, which may change certain stockholder rights and privileges you hold as a stockholder of SWS, a Delaware corporation.

        Hilltop is a Maryland corporation and is governed by the laws of the State of Maryland and by its articles of incorporation and bylaws.
Maryland corporation law extends to stockholders certain rights and privileges that may not exist under Delaware law and, conversely, does not
extend certain rights and privileges that you may have as a stockholder of SWS, which is governed by Delaware law and SWS's certificate of
incorporation and bylaws. For a detailed discussion of the rights of Hilltop stockholders versus the rights of SWS stockholders, please see the
section of this proxy statement/prospectus entitled "Comparison of Stockholders' Rights."
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SWS will be subject to business uncertainties, and Hilltop and SWS are subject to contractual restrictions while the merger is pending.

        Uncertainty about the effect of the merger on employees and customers may have an adverse effect on SWS and consequently on Hilltop.
These uncertainties may impair SWS's ability to attract, retain and motivate key personnel while the merger is pending, and could cause
customers and others that deal with SWS to seek to change existing business relationships with SWS. Retention of certain employees may be
challenging during the pendency of the merger, as certain employees may experience uncertainty about their future roles. If key employees
depart because of issues relating to such uncertainty or a desire not to remain with the business, SWS's or Hilltop's respective business following
the merger could be negatively impacted.

        In addition, the merger agreement restricts SWS and, to a lesser extent, Hilltop from taking certain specified actions until the merger occurs
without the consent of the other party. These restrictions may prevent Hilltop and SWS from pursuing attractive business opportunities that may
arise prior to the completion of the merger. See "The Merger Agreement�Covenants and Agreement" included elsewhere in this proxy
statement/prospectus for a description of the restrictive covenants applicable to Hilltop and SWS. In addition, SWS's or Hilltop's businesses may
be indirectly adversely affected by the failure to pursue other beneficial opportunities due to the focus of management on the merger.

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 price of Hilltop common stock and SWS common stock to decline.

        The merger is subject to customary conditions to closing, including the receipt of required regulatory approvals and approval of the SWS
stockholders. If any condition to the merger is not satisfied or waived, the merger will not be completed. In addition, Hilltop and SWS may
terminate the merger agreement under certain circumstances even if the merger is approved by SWS stockholders, including if the merger has
not been consummated by March 31, 2015. If Hilltop and SWS do not complete the merger, the trading price of Hilltop and SWS common stock
may decline to the extent that the current prices reflect a market assumption that the merger will be completed. In addition, neither company
would realize any of the expected benefits of having completed the merger. If the merger is not completed, additional risks could materialize,
which could materially and adversely affect the business, financial condition and results of Hilltop or SWS. For more information on closing
conditions to the merger agreement, see "The Merger Agreement�Conditions to Completion of the Merger" included elsewhere in this proxy
statement/prospectus.

The merger agreement limits SWS's ability to pursue an alternative transaction and requires SWS to pay a termination fee of $8 million
under certain circumstances relating to alternative acquisition proposals.

        SWS agreed in the merger agreement that it will not, and will cause its subsidiaries not to, and will use its reasonable best efforts to cause
its or their respective officers, directors, employees, representatives or agents not to, knowingly encourage, solicit, participate in, knowingly
facilitate or initiate discussions, negotiations, inquiries, proposals or offers with or provide any non-public information to, any person relating to
any third party acquisition (as defined below) or any inquiry, proposal or offer reasonably likely to lead to a third party acquisition, subject to
exceptions set forth in the merger agreement. See "The Merger Agreement�No Solicitation" included elsewhere in this proxy
statement/prospectus. The merger agreement also provides for the payment by SWS of a termination fee in the amount of $8 million in the event
that Hilltop terminates the merger agreement for certain reasons including a change in the recommendation of SWS's board of directors or a
termination of the merger agreement in certain circumstances followed by an acquisition of, or an agreement to acquire, SWS by a third party.
These provisions may discourage a potential competing acquiror that might have an interest in acquiring all or a significant part of SWS from
considering or proposing such an
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acquisition. Furthermore, if the merger agreement is terminated and SWS's board of directors seeks another party to acquire SWS, SWS
stockholders cannot be certain that SWS will be able to find a party willing to engage in a transaction or to pay the equivalent or greater
consideration than that which Hilltop has agreed to pay in the merger. See "The Merger Agreement�Termination Fee" included elsewhere in this
proxy statement/prospectus.

SWS's Credit Agreement with Hilltop and Oak Hill contains a covenant restricting SWS's ability to enter into alternative transactions and
Hilltop has not waived this covenant.

        On July 29, 2011, SWS entered into a Credit Agreement in respect of a $100,000,000, five-year, unsecured loan comprised of a
$50,000,000 commitment from Hilltop and a $50,000,000 commitment from Oak Hill Capital Partners III, L.P. and Oak Hill Capital
Management Partners III, L.P. The terms of the Credit Agreement include a covenant prohibiting SWS from undergoing a "Fundamental
Change," which includes any merger, amalgamation or consolidation, and which SWS would breach by engaging in a merger, amalgamation or
consolidation unless compliance were waived by each of Hilltop and Oak Hill. During the parties' negotiations with respect to the merger,
Hilltop indicated to SWS that it would not be willing to grant a waiver of this covenant to permit a third party transaction. The existence of the
Merger Covenant, and Hilltop's unwillingness to waive it, may have discouraged and may continue to discourage potential competing acquirors
that might have an interest in acquiring all or a significant part of SWS from considering or proposing such an acquisition (see "The
Merger�Background of the Merger" and "The Merger�Hilltop's Relationship with SWS").

Current Hilltop stockholders and SWS stockholders will have a reduced ownership and voting interest after the merger and will exercise less
influence over management.

        Current Hilltop stockholders have the right to vote in the election of the Hilltop board of directors and on other matters affecting Hilltop.
Current SWS stockholders have the right to vote in the election of the SWS board of directors and on other matters affecting SWS. Immediately
after the merger is completed, it is expected that, on a fully diluted basis, current Hilltop stockholders will own approximately 90%, and current
SWS stockholders will own approximately 10%, of the outstanding shares of Hilltop common stock. As a result of the merger, current Hilltop
stockholders will have less influence on the management and policies of Hilltop post-merger than they currently have, and current SWS
stockholders will have less influence on the management and policies of Hilltop post-merger than they currently have with respect to SWS.

The financial analyses and forecasts considered by Hilltop, SWS and SWS's financial advisor may not be realized, which may adversely
affect the market price of Hilltop shares following the merger.

        In performing its financial analyses and rendering its opinion regarding the fairness, from a financial point of view, of the merger
consideration set forth in the merger agreement, the financial advisor to SWS independently reviewed and relied on, among other things, internal
standalone financial analyses and forecasts provided to it by SWS. Certain of these analyses and forecasts were also provided to Hilltop. See the
section titled "The Merger�Certain SWS Prospective Financial Information" included elsewhere in this proxy statement/prospectus. SWS's
financial advisor assumed, at the direction of the board of directors of SWS, that such financial information was reasonably prepared on a basis
reflecting the best currently available estimates and judgments of the management of SWS as to the future performance of SWS and that such
future financial results will be achieved at the times and in the amounts projected by management of SWS. These analyses and forecasts were
prepared by, or as directed by, the management of SWS and were also considered by the SWS board of directors and the Special Committee.
None of these analyses or forecasts was prepared with a view towards public disclosure or compliance with the published guidelines of the SEC,
generally accepted accounting principles in the U.S. ("GAAP"), statutory accounting principles ("SAP") or the guidelines established by the
American Institute of Certified Public Accountants for preparation and presentation
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of financial forecasts. These projections are inherently based on various estimates and assumptions that are subject to the judgment of those
preparing them. These projections are also subject to significant economic, competitive, industry and other uncertainties and contingencies, all of
which are difficult or impossible to predict and many of which are beyond the control of SWS and Hilltop. Accordingly, SWS's and/or Hilltop's
financial condition or results of operations may not be consistent with those set forth in such analyses and forecasts. Worse financial results
could have a material adverse effect on the market price of Hilltop common stock following the merger.

The directors and executive officers of SWS have interests in the merger that are different from, or in addition to, those of other SWS
stockholders generally. Therefore, the directors and executive officers of SWS may have a conflict of interest in recommending the proposals
being voted on at the SWS special meeting.

        The directors and executive officers of SWS may have interests in the merger that are different from, or in addition to, those of SWS
stockholders generally. These interests include, among others, the accelerated vesting of equity awards and other potential payments in
connection with (or subsequent to) the merger. The SWS board of directors was aware of these interests and considered these interests, among
other matters, when making its decision to approve the merger agreement and in recommending that SWS stockholders vote in favor of
approving the merger agreement. These interests may influence the executive officers and directors of SWS to support or approve the proposals
to be presented at the SWS special meeting.

        See "The Merger�Interests of SWS Directors and Executive Officers in the Merger" included elsewhere in this proxy statement/prospectus
for a more detailed description of these interests.

The completion of the merger may trigger change in control provisions in certain agreements to which SWS is a party.

        The completion of the merger may trigger change in control provisions in certain agreements to which SWS is a party. If SWS and Hilltop
are unable to negotiate waivers of those provisions, the counterparties may exercise their rights and remedies under the agreements (including
terminating the agreements or seeking monetary penalties). Even if SWS or Hilltop is able to obtain waivers, the counterparties may demand a
fee for such waivers or seek to renegotiate the agreements on materially less favorable terms than those currently in place.

Termination of the merger agreement could negatively impact SWS and/or Hilltop.

        If the merger agreement is terminated, there may be various consequences. For example, SWS's or Hilltop's businesses may have been
impacted adversely by the failure to pursue other beneficial opportunities due to the focus of management on the merger, without realizing any
of the anticipated benefits of completing the merger. A termination of the merger agreement may also damage the reputations and franchise
values of Hilltop and SWS. If the merger agreement is terminated and SWS's board of directors seeks another merger or business combination,
SWS stockholders cannot be certain that SWS will be able to find a party willing to engage in a transaction or to pay the equivalent or greater
consideration than that which Hilltop has agreed to pay in the merger. In addition, if the merger agreement is terminated under certain
circumstances, SWS may be required to pay Hilltop a termination fee of $8 million.

The combined company expects to incur substantial expenses related to the merger.

        The combined company expects to incur substantial expenses in connection with completing the merger and combining the business,
operations, networks, systems, technologies, policies and procedures of the two companies. Although Hilltop and SWS have assumed that a
certain level of transaction and combination expenses would be incurred, there are a number of factors beyond their control that could affect the
total amount or the timing of their combination expenses. Many of the
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expenses that will be incurred, by their nature, are difficult to estimate accurately at the present time. Due to these factors, the transaction and
combination expenses associated with the merger could, particularly in the near term, exceed the savings that the combined company expects to
achieve from the elimination of duplicative expenses and the realization of economies of scale and cost savings related to the combination of the
businesses following the completion of the merger. As a result of these expenses, both Hilltop and SWS expect to take charges against their
earnings before and after the completion of the merger. The charges taken in connection with the merger are expected to be significant, although
the aggregate amount and timing of such charges are uncertain at present. Further, if the merger is not completed, both SWS and Hilltop would
have to recognize these expenses without realizing the expected benefits of the merger.

If completed, the merger may not produce its anticipated results, and Hilltop and SWS may be unable to combine their operations in the
manner expected.

        Hilltop and SWS entered into the merger agreement with the expectation that the merger will result in various benefits. Achieving the
anticipated benefits of the merger is subject to a number of uncertainties, including whether the Hilltop and SWS organizations can be combined
in an efficient, effective and timely manner.

        It is possible that the transition process could take longer than anticipated and could result in the loss of valuable employees, the disruption
of each company's ongoing businesses, controls, procedures, policies and compensation arrangements, any of which could adversely affect the
combined company's ability to achieve the anticipated benefits of the merger. The combined company's results of operations could also be
adversely affected by any issues attributable to either company's operations that arise or are based on events or actions that occur prior to the
closing of the merger. The companies may have difficulty addressing possible differences in corporate cultures and management philosophies.
The transition process is subject to a number of uncertainties, and no assurance can be given that the anticipated benefits will be realized or, if
realized, the timing of their realization. Failure to achieve these anticipated benefits could result in increased costs or decreases in the amount of
expected revenues and could adversely affect the combined company's future business, financial condition, operating results and prospects.

The merger may not be accretive to earnings and may cause dilution to Hilltop's earnings per share, which may negatively affect the market
price of Hilltop's common stock.

        Hilltop currently anticipates that the merger will be accretive to earnings in the first full year following the completion of the merger, after
factoring in synergies and excluding costs to achieve synergies and other one-time costs related to the merger. This expectation is based on
preliminary estimates that are subject to change. If such estimates change or prove to be inaccurate, the merger may not be accretive to earnings.
Hilltop also could encounter additional transaction and integration-related costs, may fail to realize all of the benefits anticipated in the merger or
be subject to other factors that affect preliminary estimates. Any of these factors could cause a decrease in Hilltop's adjusted earnings per share
or decrease or delay the expected accretive effect of the merger and contribute to a decrease in the price of Hilltop's common stock.

If the merger fails to qualify as a "reorganization" within the meaning of Section 368(a) of the Code, SWS stockholders may be required to
recognize additional gain or loss on the exchange of their shares of SWS common stock in the merger for U.S. federal income tax purposes.

        Hilltop and SWS have structured the merger to qualify as a "reorganization" within the meaning of Section 368(a) of the Code. Neither
Hilltop nor SWS intends to request any ruling from the Internal Revenue Service as to the tax consequences of the exchange of shares of SWS
common stock for shares of Hilltop common stock in the merger. If the merger fails to qualify as a reorganization, an SWS
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stockholder would generally recognize gain or loss for U.S. federal income tax purposes on each share of SWS common stock exchanged in the
merger in an amount equal to the difference between that stockholder's basis in such share and the sum of the amount of the cash and the fair
market value of the shares of Hilltop common stock the SWS stockholder receives or may receive in exchange for each such share of SWS
common stock. You are urged to consult with your own tax advisor regarding the proper reporting of the amount and timing of such gain or loss.
See "United States Federal Income Tax Consequences of the Merger" elsewhere in this proxy statement/prospectus.

Pending litigation against SWS and Hilltop could result in an injunction preventing the completion of the merger or a judgment resulting in
the payment of damages.

        In connection with the merger, purported SWS stockholders have filed putative shareholder class action lawsuits against SWS, the members
of the SWS board of directors and Hilltop. Among other remedies, the plaintiffs seek to enjoin the merger. If the cases are not resolved, these
lawsuits could prevent or delay completion of the merger and result in substantial costs to SWS and Hilltop, including any costs associated with
the indemnification of directors and officers. Plaintiffs may file additional lawsuits against SWS, Hilltop and/or the directors and officers of
either company in connection with the merger. The defense or settlement of any lawsuit or claim that remains unresolved at the time the merger
is completed may adversely affect Hilltop's business, financial condition, results of operations and cash flows.

The unaudited pro forma condensed combined financial statements included in this proxy statement/prospectus are presented for illustrative
purposes only and the actual financial condition and results of operations of the combined company following the merger may differ
materially.

        The unaudited pro forma condensed combined financial statements contained in this proxy statement/prospectus are presented for
illustrative purposes only, are based on various adjustments, assumptions and preliminary estimates and may not be an indication of the
combined company's financial condition or results of operations following the merger for several reasons. The actual financial condition and
results of operations of the combined company following the merger may not be consistent with, or evident from, these unaudited pro forma
condensed combined financial statements. In addition, the assumptions used in preparing the unaudited pro forma financial information may not
prove to be accurate, and other factors may affect the combined company's financial condition or results of operations following the merger. Any
potential decline in the combined company's financial condition or results of operations may cause significant variations in the stock price of the
combined company.

The market price of Hilltop common stock after the merger may be affected by factors different from those affecting the shares of SWS or
Hilltop currently.

        Upon completion of the merger, holders of SWS common stock will become holders of Hilltop common stock. Hilltop's business differs in
important respects from that of SWS, and, accordingly, the results of operations of the combined company and the market price of Hilltop
common stock after the completion of the merger may be affected by factors different from those currently affecting the independent results of
operations of each of SWS and Hilltop. For a discussion of the business of Hilltop and of certain factors to consider in connection with Hilltop's
business, see "Information About the Companies�Hilltop" included elsewhere in this proxy statement/prospectus and the consolidated financial
statements of Hilltop beginning on page F-1 of this proxy statement/prospectus. For a discussion of the business of SWS and of certain factors to
consider in connection with SWS's business, see "Information About the Companies�SWS" and the information incorporated by reference in this
proxy statement/prospectus and referred to under "Where You Can Find More Information."
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 Risk Factors Relating to Hilltop's Business

Hilltop may fail to realize all of the anticipated benefits of its merger with PlainsCapital Corporation ("PlainsCapital") or the acquisition of
the deposits and assets of First National Bank ("FNB").

        Achieving the anticipated cost savings and financial benefits of Hilltop's 2012 merger with PlainsCapital Corporation (the "PlainsCapital
Merger") and 2013 acquisition of the deposits and substantially all of the assets of First National Bank (the "FNB Transaction") and any other
acquisitions Hilltop may complete will depend, in part, on Hilltop's ability to successfully integrate the operations of the respective companies
with its own in an efficient and effective manner. It is possible that the integration process could result in the loss of key employees, the
disruption of ongoing business or inconsistencies in standards, controls, procedures and policies that adversely affect Hilltop's ability to maintain
relationships with clients, customers, depositors and employees. In addition, the integration of certain operations will require the dedication of
significant management resources, which may temporarily distract management's attention from Hilltop's day-to-day business. Any inability to
realize the full extent, or any, of the anticipated cost savings and financial benefits of the PlainsCapital Merger, the FNB Transaction, as well as
any delays encountered in the integration process, could have an adverse effect on Hilltop's business and results of operations, which could
adversely affect Hilltop's financial condition and cause a decrease in its earnings per share or decrease or delay the expected accretive effect of
the FNB Transaction and contribute to a decrease in the price of Hilltop's common stock.

If Hilltop's allowance for loan losses is insufficient to cover actual loan losses, Hilltop's banking segment earnings will be adversely affected.

        As a lender, Hilltop is exposed to the risk that Hilltop could sustain losses because Hilltop's borrowers may not repay their loans in
accordance with the terms of their loans. Hilltop has historically accounted for this risk by maintaining an allowance for loan losses in an amount
intended to cover Bank management's estimate of losses inherent in the loan portfolio. As a result of the PlainsCapital Merger and the FNB
Transaction, Hilltop was required under GAAP to estimate the fair value of the loan portfolio after the consummation of the PlainsCapital
Merger in 2012 and the FNB Transaction in 2013 and write-down the recorded value of the portfolio to that estimate. For most loans, this
process was accomplished by computing the net present value of estimated cash flows to be received from borrowers of these loans.
PlainsCapital's and FNB's respective allowance for loan losses that had been maintained prior to the PlainsCapital Merger and the FNB
Transaction were eliminated in this accounting process. A new allowance for loan losses has been established for loans made by PlainsCapital
Bank (the "Bank") subsequent to consummation of the PlainsCapital Merger and for any decrease from that originally estimated as of the
acquisition date in the estimate of cash flows to be received from the loans acquired in the PlainsCapital Merger and the FNB Transaction.

        The estimates of fair value as of the consummation of the PlainsCapital Merger and the FNB Transaction were based on economic
conditions at such time and on Bank management's projections concerning both future economic conditions and the ability of the borrowers to
continue to repay their loans. If management's assumptions and projections prove to be incorrect, however, the estimate of fair value may be
higher than the actual fair value and Hilltop may suffer losses in excess of those estimated. Further, the allowance for loan losses established for
new loans or for revised estimates may prove to be inadequate to cover actual losses, especially if economic conditions worsen.

        While management will endeavor to estimate the allowance to cover anticipated losses, no underwriting and credit monitoring policies and
procedures that Hilltop could adopt to address credit risk could provide complete assurance that Hilltop will not incur unexpected losses. These
losses could have a material adverse effect on Hilltop's business, financial condition, results of operations and cash flows. In addition, federal
regulators periodically evaluate the adequacy of the allowance for loan losses
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and may require Hilltop to increase its provision for loan losses or recognize further loan charge-offs based on judgments different from those of
Hilltop's Bank management.

An adverse change in real estate market values may result in losses in Hilltop's banking segment and otherwise adversely affect Hilltop's
profitability.

        At March 31, 2014, approximately 45.0% of the loan portfolio of Hilltop's banking segment was comprised of loans with real estate as the
primary component of collateral. The real estate collateral in each case provides an alternate source of repayment in the event of default by the
borrower and may deteriorate in value during the time the credit is extended. A decline in real estate values generally and in Texas specifically
could impair the value of Hilltop's collateral and its ability to sell the collateral upon any foreclosure. In the event of a default with respect to any
of these loans, the amounts Hilltop receives upon sale of the collateral may be insufficient to recover the outstanding principal and interest on the
loan. As a result, Hilltop's profitability and financial condition may be adversely affected by a decrease in real estate market values.

Loans acquired in the FNB Transaction may not be covered by the loss-share agreements if the FDIC determines that Hilltop has not
adequately managed these loans.

        Under the terms of the loss-share agreements Hilltop entered into with the FDIC in connection with the FNB Transaction, the FDIC is
obligated to reimburse Hilltop for the following losses on covered loans: (i) 80% of losses on the first $240.4 million of losses incurred; (ii) 0%
of losses in excess of $240.4 million up to and including $365.7 million of losses incurred; and (iii) 80% of losses in excess of $365.7 million of
losses incurred. The loss-share agreements for commercial and single family residential loans are in effect for 5 years and 10 years, respectively,
and the loss recovery provisions to the FDIC are in effect for 8 years and 10 years, respectively, from September 13, 2013 (the "Bank Closing
Date"). Although the FDIC has agreed to reimburse Hilltop for the substantial portion of losses on covered loans, the FDIC has the right to
refuse or delay payment for loan losses if Hilltop does not manage covered loans in accordance with the loss-share agreements. In addition,
reimbursable losses are based on the book value of the relevant loans as determined by the FDIC as of the effective dates of the transactions. The
amount that Hilltop realizes on these loans could differ materially from the carrying value that will be reflected in Hilltop's consolidated
financial statements, based upon the timing and amount of collections on the covered loans in future periods. Any losses Hilltop experiences in
the assets acquired in the FNB Transaction that are not covered under the loss-share agreements could have an adverse effect on Hilltop's results
of operations and financial condition.

        In addition, in accordance with the loss-share agreements, the Bank may be required to make a "true-up" payment to the FDIC,
approximately ten years following the Bank Closing Date, if the FDIC's initial estimate of losses on covered assets is greater than the actual
realized losses. The "true-up" payment is calculated using a defined formula set forth in the purchase and assumption agreement Hilltop entered
into with the FDIC in connection with the FNB Transaction.

Hilltop's business and results of operations may be adversely affected by unpredictable economic, market and business conditions.

        Hilltop's business and results of operations are affected by general economic, market and business conditions. The credit quality of Hilltop's
loan portfolio necessarily reflects, among other things, the general economic conditions in the areas in which Hilltop's conducts its business.
Hilltop's continued financial success depends to a degree on factors beyond Hilltop's control, including:

�
national and local economic conditions, such as the level and volatility of short-term and long-term interest rates, inflation,
home prices, unemployment and under-employment levels, bankruptcies, household income and consumer spending;
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�
general economic consequences of international conditions, such as weakness in European sovereign debt and emerging
markets and the impact of that weakness on the U.S. and global economies;

�
the availability and cost of capital and credit;

�
incidence of customer fraud; and

�
federal, state and local laws affecting these matters.

        The deterioration of any of these conditions, as Hilltop has experienced with the past economic downturn and continuation of a weakened
economy and employment growth, could adversely affect Hilltop's consumer and commercial businesses and securities portfolios, Hilltop's level
of charge-offs and provision for credit losses, the carrying value of Hilltop's deferred tax assets, the investment portfolio of Hilltop's insurance
segment, Hilltop's capital levels and liquidity, and Hilltop's results of operations.

        Continued elevated unemployment, under-employment and household debt, along with continued stress in the consumer real estate market
and certain commercial real estate markets, pose challenges for economic performance and the financial services industry. The sustained high
unemployment rate and the lengthy duration of unemployment have directly impaired consumer finances and pose risks to the financial services
industry. Continued uncertainty in the housing markets and elevated levels of distressed and delinquent mortgages pose further risks to the
housing market. The current environment of heightened scrutiny of financial institutions has resulted in increased public awareness of and
sensitivity to banking fees and practices. Each of these factors may adversely affect Hilltop's fees and costs.

Hilltop's geographic concentration may magnify the adverse effects and consequences of any regional or local economic downturn.

        Hilltop conducts its banking operations primarily in Texas. Substantially all of the real estate loans in Hilltop's loan portfolio are secured by
properties located in Texas, with more than 78% and 82% secured by properties located in the Dallas/Fort Worth and Austin/San Antonio
markets at December 31, 2013 and 2012, respectively. Adverse economic conditions in Texas may result in a reduction in the value of the
collateral securing these loans. Likewise, substantially all of the real estate loans in Hilltop's loan portfolio are made to borrowers who live and
conduct business in Texas. In addition, mortgage origination fee income is dependent to a significant degree on economic conditions in Texas
and California. During 2013, approximately 23% and 18% by dollar volume of Hilltop's mortgage loans originated were collateralized by
properties located in Texas and California, respectively. Texas insureds accounted for approximately 69% and 70% of Hilltop's insurance
segment's gross premiums written in 2013 and 2012, respectively. Any regional or local economic downturn that affects Texas or, to a lesser
extent, California, may affect Hilltop and its profitability more significantly and more adversely than Hilltop's competitors that are less
geographically concentrated.

Hilltop's geographic concentration may also exacerbate the adverse effects on Hilltop's insurance segment of inherently unpredictable
catastrophic events.

        Hilltop's insurance segment expects to have large aggregate exposures to inherently unpredictable natural and man-made disasters of great
severity, such as hurricanes, hail, tornados, windstorms, wildfires and acts of terrorism. Hurricanes Ike, Katrina and Rita highlighted the
challenges inherent in predicting the impact of catastrophic events. The catastrophe models utilized by Hilltop's insurance segment to assess its
probable maximum insurance losses generally failed to adequately project the financial impact of these hurricanes. Although Hilltop's insurance
segment may attempt to exclude certain losses, such as terrorism and other similar risks, from some coverage that Hilltop's insurance segment
writes, it may be prohibited from, or may not be successful in, doing so. The occurrence of
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losses from catastrophic events may have a material adverse effect on Hilltop's insurance segment's ability to write new business and on its
financial condition and results of operations. Increases in the values and geographic concentrations of policyholder property and the effects of
inflation have resulted in increased severity of industry losses in recent years, and Hilltop's insurance segment expects that these factors will
increase the severity of losses in the future. Factors that may influence Hilltop's insurance segment's exposure to losses from these types of
events, in addition to the routine adjustment of losses, include, among others:

�
exhaustion of reinsurance coverage;

�
increases in reinsurance rates;

�
unanticipated litigation expenses;

�
unrecoverability of ceded losses;

�
impact on independent agent operations and future premium income in areas affected by catastrophic events;

�
unanticipated expansion of policy coverage or reduction of premium due to regulatory, legislative and/or judicial action
following a catastrophic event; and

�
unanticipated demand surge related to other recent catastrophic events.

        Hilltop's insurance segment writes insurance primarily in the states of Texas, Oklahoma, Arizona, Tennessee, Georgia and Louisiana. In
2013, Texas accounted for 69.1%, Oklahoma accounted for 9.1%, Arizona accounted for 8.7%, Tennessee accounted for 5.8% and Georgia
accounted for 3.5% of Hilltop's premiums. As a result, a single catastrophe, destructive weather pattern, wildfire, terrorist attack, regulatory
development or other condition or general economic trend affecting these regions or significant portions of these regions could adversely affect
Hilltop's insurance segment's financial condition and results of operations more significantly than other insurance companies that conduct
business across a broader geographic area. Although Hilltop's insurance segment purchases catastrophe reinsurance to limit its exposure to these
types of catastrophes, in the event of one or more major catastrophes resulting in losses to it in excess of $140.0 million, Hilltop's insurance
segment's losses would exceed the limits of its reinsurance coverage.

Hilltop's business is subject to interest rate risk, and fluctuations in interest rates may adversely affect Hilltop's earnings, capital levels and
overall results.

        The majority of Hilltop's assets are monetary in nature and, as a result, Hilltop is subject to significant risk from changes in interest rates.
Changes in interest rates may impact Hilltop's net interest income in Hilltop's banking segment as well as the valuation of Hilltop's assets and
liabilities in each of Hilltop's segments. Earnings in Hilltop's banking segment are significantly dependent on Hilltop's net interest income,
which is the difference between interest income on interest-earning assets, such as loans and securities, and interest expense on interest-bearing
liabilities, such as deposits and borrowings. Hilltop expects to periodically experience "gaps" in the interest rate sensitivities of Hilltop's banking
segment's assets and liabilities, meaning that either Hilltop's interest-bearing liabilities will be more sensitive to changes in market interest rates
than Hilltop's interest-earning assets, or vice versa. In either event, if market interest rates should move contrary to Hilltop's position, this "gap"
may work against Hilltop, and Hilltop's earnings may be adversely affected.

        An increase in the general level of interest rates may also, among other things, adversely affect the demand for loans and Hilltop's ability to
originate loans. In particular, if mortgage interest rates increase, the demand for residential mortgage loans and the refinancing of residential
mortgage loans will likely decrease, which will have an adverse effect on Hilltop's income generated from mortgage origination activities.
Conversely, a decrease in the general level of interest rates, among other things, may lead to prepayments on Hilltop's loan and mortgage-backed
securities portfolios and increased competition for deposits. Accordingly, changes in the general level of market interest rates may adversely
affect Hilltop's net yield on interest-earning assets, loan origination volume and Hilltop's overall results.
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        Hilltop's insurance segment invested over 87% of its invested assets in fixed maturity assets such as bonds and mortgage-backed securities
at March 31, 2014. Because bond trading prices decrease as interest rates rise, a significant increase in interest rates could have a material
adverse effect on Hilltop's insurance segment's financial condition and results of operations. On the other hand, decreases in interest rates could
have an adverse effect on Hilltop's insurance segment's investment income and results of operations. For example, if interest rates decline,
investment of new premiums received and funds reinvested will earn less. Additionally, mortgage-backed securities typically are prepaid more
quickly when interest rates fall and the holder must reinvest the proceeds at lower interest rates. In periods of increasing interest rates,
mortgage-backed securities typically are prepaid more slowly, which may require Hilltop's insurance segment to receive interest payments that
are below the then prevailing interest rates for longer time periods than expected. The volatility of Hilltop's insurance segment's claims may
force it to liquidate securities, which may cause it to incur capital losses. If Hilltop's insurance segment's investment portfolio is not
appropriately matched with its insurance liabilities, it may be forced to liquidate investments prior to maturity at a significant loss to cover these
liabilities. In addition, if Hilltop experiences market disruption and volatility, such as that experienced in 2009 and 2010, Hilltop may experience
additional losses on Hilltop's investments and reductions in Hilltop's earnings. Investment losses could significantly decrease the asset base and
statutory surplus of Hilltop's insurance segment, thereby adversely affecting its ability to conduct business and potentially its A.M. Best financial
strength rating.

        Hilltop's financial advisory segment holds securities, principally fixed-income municipal bonds, to support sales, underwriting and other
customer activities. If interest rates increase, the value of debt securities held in the financial advisory segment's inventory would decrease.
Rapid or significant changes in interest rates could adversely affect the segment's bond sales, underwriting activities and financial advisory
businesses.

        In addition, Hilltop holds securities that may be sold in response to changes in market interest rates, changes in securities' prepayment risk,
increases in loan demand, general liquidity needs and other similar factors are classified as available for sale and are carried at estimated fair
value, which may fluctuate with changes in market interest rates. The effects of an increase in market interest rates may result in a decrease in
the value of Hilltop's available for sale investment portfolio.

        Market interest rates are affected by many factors outside of Hilltop's control, including inflation, recession, unemployment, money supply,
international disorder and instability in domestic and foreign financial markets. Hilltop may not be able to accurately predict the likelihood,
nature and magnitude of such changes or how and to what extent such changes may affect Hilltop's business. Hilltop also may not be able to
adequately prepare for, or compensate for, the consequences of such changes. Any failure to predict and prepare for changes in interest rates, or
adjust for the consequences of these changes, may adversely affect Hilltop's earnings and capital levels and overall results of operations.

Hilltop's banking segment is subject to funding risks associated with its high deposit concentration and its potential reliance on brokered
deposits.

        At March 31, 2014, the Bank's fifteen largest depositors, excluding Hilltop and First Southwest Holdings, LLC, a wholly owned subsidiary
of PlainsCapital ("First Southwest"), accounted for 17.48% of the Bank's total deposits, and the Bank's five largest depositors, excluding First
Southwest, accounted for 10.89% of the Bank's total deposits. Brokered deposits at March 31, 2014 accounted for 6.6% of the Bank's total
deposits, and Hilltop may increase Hilltop's reliance on brokered deposits in the future. The loss of one or more of Hilltop's largest Bank
customers, a significant decline in Hilltop's deposit balances due to ordinary course fluctuations related to these customers' businesses, or if
Hilltop increases its reliance on brokered deposits, the loss of a significant amount of Hilltop's brokered deposits could adversely affect Hilltop's
liquidity. Additionally, such circumstances could require Hilltop to raise deposit rates in an attempt to attract new deposits, or purchase federal
funds or

43

Edgar Filing: Hilltop Holdings Inc. - Form S-4/A

78



Table of Contents

borrow funds on a short-term basis at higher rates, which would adversely affect Hilltop's results of operations. Under applicable regulations, if
the Bank were no longer "well capitalized," the Bank would not be able to accept brokered deposits without the approval of the FDIC.

Hilltop is heavily dependent on dividends from its subsidiaries.

        Hilltop is a financial holding company engaged in the business of managing, controlling and operating its subsidiaries, including National
Lloyds Corporation ("NLC") and its two insurance company subsidiaries, NLIC and ASIC, as well as the Bank and the Bank's subsidiaries,
PrimeLending and First Southwest. Hilltop conducts no material business or other activity other than activities incidental to holding stock in
NLC and the Bank. As a result, Hilltop relies substantially on the profitability of, and dividends from, these subsidiaries to pay its operating
expenses, to satisfy its obligations and to pay dividends on its preferred stock. As with most financial institutions, the profitability of the Bank is
subject to the fluctuating cost and availability of money, changes in interest rates and in economic conditions in general. PrimeLending and First
Southwest contribute to the Bank's profitability and, in turn, on its ability to pay dividends to Hilltop. If the Bank, however, is unable to make
cash distributions to Hilltop, then Hilltop may also be unable to obtain funds from PrimeLending and First Southwest, and Hilltop may be unable
to satisfy its obligations or make distributions on its preferred stock.

        Likewise, Hilltop's insurance segment also operates as a holding company. Dividends and other permitted payments from its operating
subsidiaries are expected to be its primary source of funds to meet ongoing cash requirements, including any future debt service payments and
other expenses, and to pay dividends, if any, to Hilltop. NLIC and ASIC are subject to significant regulatory restrictions and limitations under
debt agreements limiting their ability to declare and pay dividends, including the indenture governing NLIC's London Interbank Offered Rate
("LIBOR") plus 3.40% notes due 2035 and the surplus indentures governing NLIC's two LIBOR plus 4.10% and 4.05% notes due 2033 and
ASIC's LIBOR plus 4.05% notes due 2034. Together these restrictions could, in turn, limit NLC's ability to pay dividends.

Hilltop is subject to extensive supervision and regulation that could restrict its activities and impose financial requirements or limitations on
the conduct of its business and limit its ability to generate income.

        Hilltop is subject to extensive federal and state regulation and supervision, including that of the Federal Reserve Board, the Texas
Department of Banking, the Texas Department of Insurance, the FDIC, the CFPB, the SEC and FINRA. Banking regulations are primarily
intended to protect depositors' funds, federal deposit insurance funds and the banking system as a whole, not stockholders. Insurance regulations
promulgated by state insurance departments are primarily intended to protect policyholders rather than stockholders. Likewise, regulations
promulgated by FINRA are primarily intended to protect customers of broker-dealer businesses rather than stockholders.

        These regulations affect Hilltop's lending practices, capital structure, capital requirements, investment practices, dividend policy and
growth, among other things. Failure to comply with laws, regulations or policies could result in damages, civil money penalties or reputational
damage, as well as sanctions and supervisory actions by regulatory agencies that could subject Hilltop to significant restrictions on its business
and its ability to expand through acquisitions or branching. While Hilltop has implemented policies and procedures designed to prevent any such
violations of laws and regulations, such violations may occur from time to time, which could have a material adverse effect on its financial
condition and results of operations.

        The U.S. Congress and federal regulatory agencies frequently revise banking and securities laws, regulations and policies. The Dodd-Frank
Act, which became law in July 2010, has had, and will continue to have, a significant effect on the regulation of financial institutions and the
financial services
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industry. The Dodd-Frank Act, among other things, established the CFPB and requires the CFPB and other federal agencies to implement many
provisions of the Dodd-Frank Act. Hilltop expects that several aspects of the Dodd-Frank Act may affect its business, including, without
limitation, increased capital requirements, increased mortgage regulation, restrictions on proprietary trading in securities, restrictions on
investments in hedge funds and private equity funds, executive compensation restrictions and disclosure and reporting requirements. At this
time, it is difficult to predict the extent to which the Dodd-Frank Act or the resulting rules and regulations will affect Hilltop's business.
Compliance with these new laws and regulations likely will result in additional costs, which could be significant and may adversely impact
Hilltop's results of operations, financial condition, and liquidity. For additional discussion of the Dodd-Frank Act, see "Information About the
Companies�Hilltop�Government Supervision and Regulation" included elsewhere in this proxy statement/prospectus.

        During the second quarter of 2013, the Bank received a "satisfactory" CRA rating in connection with its most recent CRA performance
evaluation. A CRA rating of less than "satisfactory" adversely affects a bank's ability to establish new branches and impairs a bank's ability to
commence new activities that are "financial in nature" or acquire companies engaged in these activities. Other regulatory exam ratings or
findings also may otherwise impact Hilltop's ability to branch, commence new activities or make acquisitions.

        Hilltop cannot predict whether or in what form any other proposed regulations or statutes will be adopted or the extent to which its business
may be affected by any new regulation or statute. Such changes could subject Hilltop's business to additional costs, limit the types of financial
services and products it may offer and increase the ability of non-banks to offer competing financial services and products, among other things.

The impact of the changing regulatory capital requirements and new capital rules are uncertain.

        In July 2013, the Federal Reserve Board approved a final rule that will substantially amend the risk-based capital rules applicable to Hilltop
and the Bank. The final rule implements the Basel III regulatory capital reforms and changes required by the Dodd-Frank Act. The final rule
includes new minimum risk-based capital and leverage ratios, which will be effective for Hilltop and the Bank on January 1, 2015, and refines
the definition of what constitutes "capital" for purposes of calculating these ratios. The new minimum capital requirements will be: (i) a new
common equity Tier 1 capital ratio of 4.5%; (ii) a Tier 1 to risk-based assets capital ratio of 6% (increased from 4%); (iii) a total capital ratio of
8% (unchanged from current rules); and (iv) a Tier 1 leverage ratio of 4%. The final rule also establishes a "capital conservation buffer" of 2.5%
above the new regulatory minimum capital ratios and will result in the following minimum ratios: (i) a common equity Tier 1 capital ratio of
7.0%; (ii) a Tier 1 to risk-based assets capital ratio of 8.5%; and (iii) a total capital ratio of 10.5%. The new capital conservation buffer
requirement would be phased in beginning in January 2016 at 0.625% of risk-weighted assets and would increase each year until fully
implemented in January 2019. An institution will be subject to limitations on paying dividends, engaging in share repurchases, and paying
discretionary bonuses if its capital level falls below the buffer amount. These limitations will establish a maximum percentage of eligible
retained income that can be utilized for such actions. The application of more stringent capital requirements for Hilltop and the Bank could,
among other things, adversely affect Hilltop's results of operations and growth, require the raising of additional capital, restrict its ability to pay
dividends or repurchase shares and result in regulatory actions if Hilltop were to be unable to comply with such requirements.

        In addition, the Federal Reserve Board adopted a final rule in February 2014 that clarifies how companies should incorporate the Basel III
regulatory capital reforms into their capital and business projections during the 2014 and subsequent cycles of capital plan submissions and
stress tests required under the Dodd-Frank Act. For companies and their subsidiary banks with between $10.0 billion and $50.0 billion in total
consolidated assets, the initial stress testing cycle began on October 1, 2013 and
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the initial nine-quarter planning horizon for stressed capital projections continues through the fourth quarter of 2015, which overlaps with the
implementation of the Basel III capital reforms beginning on January 1, 2015. At March 31, 2014, Hilltop and the Bank had approximately
$9.0 billion and $8.0 billion, respectively, in total consolidated assets and their average of total consolidated assets for the four most recent
consecutive quarters was $8.6 billion and $7.6 billion, respectively. Accordingly, Hilltop and the Bank are not currently subject to capital
planning and stress testing requirements. However, as a result of the proposed merger, Hilltop will have more than $10.0 billion in assets and
will become subject to the stress testing requirements, which would likely increase Hilltop's cost of regulatory compliance. Management
continues to study the implementation of Basel III regulatory capital reforms and stress testing requirements.

The CFPB recently issued "ability-to-repay" and "qualified mortgage" rules that may have a negative impact on Hilltop's loan origination
process and foreclosure proceedings, which could adversely affect Hilltop's business, operating results, and financial condition.

        On January 10, 2013, the CFPB issued a final rule to implement the "qualified mortgage" provisions of the Dodd-Frank Act requiring
mortgage lenders to consider consumers' ability to repay home loans before extending them credit. The CFPB's "qualified mortgage" rule took
effect on January 10, 2014. The final rule describes certain minimum requirements for lenders making ability-to-repay determinations, but does
not dictate that they follow particular underwriting models. Lenders will be presumed to have complied with the ability-to-repay rule if they
issue "qualified mortgages," which are generally defined as mortgage loans prohibiting or limiting certain risky features. Loans that do not meet
the ability-to-repay standard can be challenged in court by borrowers who default and the absence of ability-to-repay status can be used against a
lender in foreclosure proceedings. Any loans that Hilltop makes outside of the "qualified mortgage" criteria could expose Hilltop to an increased
risk of liability and reduce or delay Hilltop's ability to foreclose on the underlying property. It is difficult to predict how the CFPB's "qualified
mortgage" rule will impact Hilltop when it takes effect, but any decreases in loan origination volume or increases in compliance and foreclosure
costs caused by the rule could negatively affect Hilltop's business, operating results and financial condition.

Hilltop's mortgage origination segment is subject to investment risk on loans that it originates.

        Hilltop intends to sell, and not hold for investment, substantially all residential mortgage loans that it originates through PrimeLending. At
times, however, Hilltop may originate a loan or execute an interest rate lock commitment ("IRLC") with a customer pursuant to which Hilltop
agrees to originate a mortgage loan on a future date at an agreed-upon interest rate without having identified a purchaser for such loan or the
loan underlying such IRLC. An identified purchaser may also decline to purchase a loan for a variety of reasons. In these instances, Hilltop will
bear interest rate risk on an IRLC until, and unless, Hilltop is able to find a buyer for the loan underlying such IRLC and the risk of investment
on a loan until, and unless, Hilltop is able to find a buyer for such loan. In addition, if a customer defaults on a mortgage payment shortly after
the loan is originated, the purchaser of the loan may have a put right, whereby the purchaser can require Hilltop to repurchase the loan at the full
amount that it paid. During periods of market downturn, Hilltop has at times chosen to hold mortgage loans when the identified purchasers have
declined to purchase such loans because it could not obtain an acceptable substitute bid price for such loan. The failure of mortgage loans that
Hilltop holds on its books to perform adequately could have a material adverse effect on Hilltop's financial condition, liquidity and results of
operations.
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Changes in interest rates may change the value of Hilltop's mortgage servicing rights portfolio which may increase the volatility of Hilltop's
earnings.

        Hilltop has recently expanded, and may continue to expand, its residential mortgage servicing operations within its mortgage origination
segment. As a result of Hilltop's mortgage servicing business, Hilltop has a portfolio of mortgage servicing rights ("MSR"). A MSR is the right
to service a mortgage loan�collect principal, interest and escrow amounts�for a fee. Hilltop measures and carries all of its residential MSRs using
the fair value measurement method. Fair value is determined as the present value of estimated future net servicing income, calculated based on a
number of variables, including assumptions about the likelihood of prepayment by borrowers.

        One of the principal risks associated with MSRs is that in a declining interest rate environment, they will likely lose a substantial portion of
their value as a result of higher than anticipated prepayments. Moreover, if prepayments are greater than expected, the cash Hilltop receives over
the life of the mortgage loans would be reduced. In the future, Hilltop may use various derivative financial instruments to provide a level of
protection against such interest rate risk. However, no hedging strategy can protect Hilltop completely, and hedging strategies may fail because
they are improperly designed, improperly executed and documented or based on inaccurate assumptions and, as a result, could actually increase
Hilltop's risks and losses. The increasing size of Hilltop's MSR portfolio may increase its interest rate risk and correspondingly, the volatility of
Hilltop's earnings, especially if Hilltop cannot adequately hedge the interest rate risk relating to its MSRs.

        At March 31, 2014, Hilltop's MSRs had a fair value of $29.9 million. Changes in fair value of Hilltop's MSRs are recorded to earnings in
each period. Depending on the interest rate environment, it is possible that the fair value of Hilltop's MSRs may be reduced in the future. If such
changes in fair value significantly reduce the carrying value of Hilltop's MSRs, Hilltop's financial condition and results of operations would be
negatively affected.

Hilltop's financial advisory business is subject to various risks associated with the securities industry, particularly those impacting the public
finance industry.

        Hilltop's financial advisory business is subject to uncertainties that are common in the securities industry. These uncertainties include:

�
intense competition in the public finance and other sectors of the securities industry;

�
the volatility of domestic and international financial, bond and stock markets;

�
extensive governmental regulation;

�
litigation; and

�
substantial fluctuations in the volume and price level of securities.

        As a result, the revenues and operating results of Hilltop's financial advisory segment may vary significantly from quarter to quarter and
from year to year. Unfavorable financial or economic conditions could reduce the number and size of transactions in which Hilltop provides
financial advisory, underwriting and other services. Disruptions in fixed income and equity markets could lead to a decline in the volume of
transactions executed for customers and, therefore, to declines in revenues from commissions and clearing services. First Southwest is much
smaller and has much less capital than many competitors in the securities industry. In addition, First Southwest is an operating subsidiary of the
Bank, which means that its activities are limited to those that are permissible for the Bank.
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Income that Hilltop recognized as a bargain purchase gain in connection with the FNB Transaction is subject to change.

        In September 2013, Hilltop assumed substantially all of the liabilities, including all of the deposits, and acquired substantially all of the
assets, of FNB from the FDIC in the FNB Transaction. Hilltop acquired approximately $2.2 billion in assets and assumed $2.2 billion in
liabilities in the FNB Transaction. The FNB Transaction was accounted for under the purchase method of accounting. Hilltop recorded a pre-tax
bargain purchase gain totaling $12.6 million as a result of the FNB Transaction, which was included as a component of noninterest income in
Hilltop's consolidated statement of operations for the year ended December 31, 2013. The amount of the gain was equal to the amount by which
the estimated fair value of assets purchased exceeded the estimated fair value of liabilities assumed. The bargain purchase gain resulting from
the FNB Transaction was a non-recurring gain that is not expected to be repeated in future periods. Hilltop used significant estimates and
assumptions to value the identifiable assets acquired and liabilities assumed. Any revisions to its estimates could result in the recognition of
additional bargain purchase gain, which would be recorded as noninterest income, or the recognition of less or no bargain purchase gain, in
which case Hilltop would reduce noninterest income and may be required to record goodwill that would be subject to an ongoing impairment
analysis.

Income that Hilltop recognizes in connection with the purchase discount of the credit-impaired loans acquired in the PlainsCapital Merger
and the FNB Transaction and accounted for under Accounting Standards Codification 310-30 could be volatile in nature and have
significant effects on reported net income.

        In connection with the PlainsCapital Merger and the FNB Transaction, Hilltop acquired loans at a discount of $146.6 million and
$343.1 million, respectively. The PlainsCapital Merger and the FNB Transaction were each accounted for under the purchase method of
accounting. Accordingly, these discounts are amortized and accreted to interest income on a monthly basis. The effective yield and related
discount accretion on credit-impaired loans is initially determined at the acquisition date based upon estimates of the timing and amount of
future cash flows as well as the amount of credit losses that will be incurred. These estimates are updated quarterly. In future periods, if actual
historical results combined with future projections of these factors (amount, timing, or credit losses) differ from the initial projections, the
effective yield and the amount of discount recognized will change. Volatility may increase as the variance of actual results from initial
projections increases. As the acquired loans are removed from Hilltop's books, the related discount will no longer be available for accretion into
income. Accretion of $10.8 million and $61.8 million on loans purchased at a discount in the PlainsCapital Merger was recorded as interest
income during the three months ended March 31, 2014 and the year ended December 31, 2013, respectively, and accretion of $7.2 million and
$7.5 million on loans purchased at a discount in the FNB Transaction was recorded as interest income during the three months ended March 31,
2014 and the period from September 14, 2013 to December 31, 2013, respectively. As of March 31, 2014, the balance of Hilltop's discount on
loans in the aggregate was $379.6 million.

Hilltop ultimately may write-off goodwill and other intangible assets resulting from business combinations.

        As a result of purchase accounting in connection with Hilltop's acquisition of NLC, the PlainsCapital Merger and the FNB Transaction,
Hilltop's consolidated balance sheet at March 31, 2014, contained goodwill of $251.8 million and other intangible assets of $68.1 million. On an
ongoing basis, Hilltop evaluates whether facts and circumstances indicate any impairment of value of intangible assets. As circumstances
change, the value of these intangible assets may not be realized by Hilltop. If Hilltop determines that a material impairment has occurred, Hilltop
will be required to write-off the impaired portion of intangible assets, which could have a material adverse effect on its results of operations in
the period in which the write-off occurs.
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The accuracy of Hilltop's financial statements and related disclosures could be affected if Hilltop is exposed to actual conditions different
from the judgments, assumptions or estimates used in Hilltop's critical accounting policies.

        The preparation of financial statements and related disclosure in conformity with GAAP requires Hilltop to make judgments, assumptions
and estimates that affect the amounts reported in Hilltop's consolidated financial statements and accompanying notes. Hilltop's critical
accounting policies, which are included in this proxy statement/prospectus, describe those significant accounting policies and methods used in
the preparation of Hilltop's consolidated financial statements that are considered "critical" by it because they require judgments, assumptions and
estimates that materially impact Hilltop's consolidated financial statements and related disclosures. As a result, if future events differ
significantly from the judgments, assumptions and estimates in Hilltop's critical accounting policies, such events or assumptions could have a
material impact on Hilltop's audited consolidated financial statements and related disclosures.

Hilltop is dependent on its management team, and the loss of Hilltop's senior executive officers or other key employees could impair its
relationship with customers and adversely affect Hilltop's business and financial results.

        Hilltop's success is dependent, to a large degree, upon the continued service and skills of its existing management team and other key
employees with long-term customer relationships. Hilltop's business and growth strategies are built primarily upon its ability to retain employees
with experience and business relationships within their respective segments. The loss of one or more of these key personnel could have an
adverse impact on Hilltop's business because of their skills, knowledge of the market, years of industry experience and the difficulty of finding
qualified replacement personnel. In addition, Hilltop currently does not have non-competition agreements with certain members of management
and other key employees. If any of these personnel were to leave and compete with Hilltop, its business, financial condition, results of operations
and growth could suffer.

A decline in the market for advisory services could adversely affect Hilltop's business and results of operations.

        Hilltop's financial advisory segment has historically earned a significant portion of its revenues from advisory fees paid to it by its clients,
in large part upon the successful completion of the client's transaction. Financial advisory revenues from the public finance group of First
Southwest represented the largest component of Hilltop's financial advisory segment's net revenues for the year ended December 31, 2013.
Unlike other investment banks, First Southwest earns most of its revenues from its advisory fees and, to a lesser extent, from other business
activities such as commissions and underwriting. New issuances in the municipal market by cities, counties, school districts, state and other
governmental agencies, airports, healthcare institutions, institutions of higher education and other clients that First Southwest's public finance
group serves can be subject to significant fluctuations based on by factors such as changes in interest rates, property tax bases, budget pressures
on certain issuers caused by uncertain economic times and other factors. Hilltop expects that the reliance of its financial advisory segment on
advisory fees will continue for the foreseeable future, and a decline in public finance advisory engagements or the market for advisory services
generally would have an adverse effect on Hilltop's business and results of operations.

Negative publicity regarding Hilltop, or financial institutions in general, could damage Hilltop's reputation and adversely impact its business
and results of operations.

        Hilltop's ability to attract and retain customers and conduct its business could be adversely affected to the extent Hilltop's reputation is
damaged. Reputational risk, or the risk to its business, earnings and capital from negative public opinion regarding Hilltop, or financial
institutions in general, is inherent in its business. Adverse perceptions concerning Hilltop's reputation could lead to difficulties in generating
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and maintaining accounts as well as in financing them. In particular, negative perceptions concerning Hilltop's reputation could lead to decreases
in the level of deposits that consumer and commercial customers and potential customers choose to maintain with Hilltop. Negative public
opinion could result from actual or alleged conduct in any number of activities or circumstances, including lending or foreclosure practices; sales
practices; corporate governance and potential conflicts of interest; ethical failures or fraud, including alleged deceptive or unfair lending or
pricing practices; regulatory compliance; protection of customer information; cyber-attacks, whether actual, threatened, or perceived; negative
news about Hilltop or the financial institutions industry generally; general company performance; or from actions taken by government
regulators and community organizations in response to such activities or circumstances. Furthermore, Hilltop's failure to address, or the
perception that it has failed to address, these issues appropriately could impact Hilltop's ability to keep and attract customers and/or employees
and could expose Hilltop to litigation and/or regulatory action, which could have an adverse effect on Hilltop's business and results of
operations.

Hilltop's operational systems and networks have been, and will continue to be, subject to an increasing risk of continually evolving
cybersecurity or other technological risks, which could result in a loss of customer business, financial liability, regulatory penalties, damage
to Hilltop's reputation or the disclosure of confidential information.

        Hilltop relies heavily on communications and information systems to conduct its business and maintain the security of confidential
information and complex transactions, which subjects Hilltop to an increasing risk of cyber incidents from these activities due to a combination
of new technologies and the increasing use of the Internet to conduct financial transactions, as well as a potential failure of interruption or breach
in the security of these systems, including those that could result from attacks or planned changes, upgrades and maintenance of these systems.
Such cyber incidents could result in failures or disruptions in Hilltop's customer relationship management, securities trading, general ledger,
deposits, computer systems, electronic underwriting servicing or loan origination systems. Third parties with which Hilltop does business may
also be sources of cybersecurity or other technological risks.

        Although Hilltop devotes significant resources to maintain and regularly upgrade its systems and networks with measures such as intrusion
and detection prevention systems and monitoring firewalls to safeguard critical business applications, there is no guarantee that these measures
or any other measures can provide absolute security. Hilltop's computer systems, software and networks may be adversely affected by cyber
incidents such as unauthorized access; loss or destruction of data (including confidential client information); account takeovers; unavailability of
service; computer viruses or other malicious code; cyber attacks; and other events. These threats may derive from human error, fraud or malice
on the part of employees or third parties, or may result from accidental technological failure. Additional challenges are posed by external
extremist parties, including foreign state actors, in some circumstances, as a means to promote political ends. If one or more of these events
occurs, it could result in the disclosure of confidential client information, damage to Hilltop's reputation with its clients and the market, customer
dissatisfaction, additional costs such as repairing systems or adding new personnel or protection technologies, regulatory penalties, exposure to
litigation and other financial losses to both Hilltop and its clients and customers. Such events could also cause interruptions or malfunctions in
Hilltop's operations.

        Hilltop has been the subject of denial of services attacks from external sources that have limited or interrupted the availability of its online
banking services. Although to date Hilltop is are not aware of any material losses relating to cyber attacks or other information security breaches,
it may suffer such losses in the future. Hilltop has taken steps to improve and upgrade the security of its systems in response to such threats, such
incidents could occur again, but they could occur more frequently or on a more significant scale.
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Hilltop faces strong competition from other financial institutions and financial service and insurance companies, which may adversely affect
its operations and financial condition.

        Hilltop's banking and mortgage origination businesses face vigorous competition from banks and other financial institutions, including
savings and loan associations, savings banks, finance companies and credit unions. A number of these banks and other financial institutions have
substantially greater resources and lending limits, larger branch systems and a wider array of banking services than Hilltop does. Hilltop also
competes with other providers of financial services, such as money market mutual funds, brokerage firms, consumer finance companies,
insurance companies and governmental organizations, each of which may offer more favorable financing than Hilltop is able to provide. In
addition, some of Hilltop's non-bank competitors are not subject to the same extensive regulations that govern Hilltop. The banking business in
Texas has become increasingly competitive over the past several years, and Hilltop expects the level of competition it faces to further increase.
Hilltop's profitability depends on its ability to compete effectively in these markets. This competition may reduce or limit Hilltop's margins on
banking services, reduce Hilltop's market share and adversely affect Hilltop's results of operations and financial condition.

        The insurance industry also is highly competitive and has, historically, been characterized by periods of significant price competition,
alternating with periods of greater pricing discipline during which competitors focus on other factors. In the current market environment,
competition in Hilltop's insurance business' industry is based primarily on products offered, service, experience, the strength of agent and
policyholder relationships, reputation, speed and accuracy of claims payment, perceived financial strength, ratings, scope of business,
commissions paid and policy and contract terms and conditions. Hilltop's insurance business competes with many other insurers, including large
national companies who have greater financial, marketing and management resources than Hilltop's insurance segment. Many of these
competitors also have better ratings and market recognition than Hilltop's insurance business. Hilltop's insurance segment seeks to distinguish
itself from its competitors by providing a broad product line and targeting those market segments that provide the best opportunity to earn an
underwriting profit.

        In addition, a number of new, proposed or potential industry developments also could increase competition in Hilltop's insurance business'
industry. These developments include changes in practices and other effects caused by the Internet (including direct marketing campaigns by
Hilltop's insurance segment's competitors in established and new geographic markets), which have led to greater competition in the insurance
business and increased expectations for customer service. These developments could prevent Hilltop's insurance business from expanding its
book of business. Hilltop's insurance business also faces competition from new entrants into the insurance market. New entrants do not have
historic claims or losses to address and, therefore, may be able to price policies on a basis that is not favorable to Hilltop's insurance business.
New competition could reduce the demand for Hilltop's insurance segment's insurance products, which could have a material adverse effect on
its financial condition and results of operations.

        The financial advisory and investment banking industries also are intensely competitive industries and will likely remain competitive.
Hilltop's financial advisory business competes directly with numerous other financial advisory and investment banking firms, broker-dealers and
banks, including large national and major regional firms and smaller niche companies, some of whom are not broker-dealers and, therefore, not
subject to the broker-dealer regulatory framework. In addition to competition from firms currently in the industry, there has been increasing
competition from others offering financial services, including automated trading and other services based on technological innovations. Hilltop's
financial advisory business competes on the basis of a number of factors, including the quality of advice and service, innovation, reputation and
price. Many of Hilltop's financial advisory segment's competitors in the investment banking industry have a greater range of products and
services, greater financial and marketing resources, larger customer bases, greater name recognition, more managing
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directors to serve their clients' needs, greater global reach and more established relationships with their customers than Hilltop's financial
advisory business. Additionally, certain competitors of Hilltop's financial advisory business have reorganized or plan to reorganize from
investment banks into bank holding companies which may provide them with a competitive advantage. These larger and better capitalized
competitors may be more capable of responding to changes in the investment banking market, to compete for skilled professionals, to finance
acquisitions, to fund internal growth and to compete for market share generally. Increased pressure created by any current or future competitors,
or by competitors of Hilltop's financial advisory business collectively, could materially and adversely affect Hilltop's business and results of
operations. Increased competition may result in reduced revenue and loss of market share. Further, as a strategic response to changes in the
competitive environment, Hilltop's financial advisory business may from time to time make certain pricing, service or marketing decisions that
also could materially and adversely affect Hilltop's business and results of operations.

Hilltop's mortgage origination and insurance businesses are subject to seasonal fluctuations and, as a result, Hilltop's results of operations
for any given quarter may not be indicative of the results that may be achieved for the full fiscal year.

        Hilltop's mortgage origination business is subject to several variables that can impact loan origination volume, including seasonal and
interest rate fluctuations. Hilltop typically experiences increased loan origination volume from purchases of homes during the second and third
calendar quarters, when more people tend to move and buy or sell homes. In addition, an increase in the general level of interest rates may,
among other things, adversely affect the demand for mortgage loans and Hilltop's ability to originate mortgage loans. In particular, if mortgage
interest rates increase, the demand for residential mortgage loans and the refinancing of residential mortgage loans will likely decrease, which
will have an adverse effect on Hilltop's mortgage origination activities. Conversely, a decrease in the general level of interest rates, among other
things, may lead to increased competition for mortgage loan origination business. As a result of these variables, Hilltop's results of operations for
any single quarter are not necessarily indicative of the results that may be achieved for a full fiscal year.

        Generally, Hilltop's insurance segment's insured risks exhibit higher losses in the second and third calendar quarters due to a seasonal
concentration of weather-related events in its primary geographic markets. Although weather-related losses (including hail, high winds,
tornadoes and hurricanes) can occur in any calendar quarter, the second calendar quarter, historically, has experienced the highest frequency of
losses associated with these events. Hurricanes, however, are more likely to occur in the third calendar quarter of the year.

If the actual losses and loss adjustment expenses of Hilltop's insurance segment exceed its loss and expense estimates, its financial condition
and results of operations could be materially adversely affected.

        The financial condition and results of operations of Hilltop's insurance segment depend upon its ability to assess accurately the potential
losses associated with the risks that it insures. Hilltop's insurance segment establishes reserve liabilities to cover the payment of all losses and
loss adjustment expenses incurred under the policies that it writes. These liability estimates include case estimates, which are established for
specific claims that have been reported to Hilltop's insurance segment, and liabilities for claims that have been incurred but not reported
("IBNR"). Loss adjustment expenses represent expenses incurred to investigate and settle claims. To the extent that losses and loss adjustment
expenses exceed estimates, NLIC and ASIC will be required to increase their reserve liabilities and reduce their income in the period in which
the deficiency is identified. In addition, increasing reserves causes a reduction in policyholders' surplus and could cause a downgrade in the
ratings of NLIC and ASIC. This, in turn, could diminish Hilltop's ability to sell insurance policies.
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        The liability estimation process for Hilltop's insurance segment's casualty insurance coverage possesses characteristics that make case and
IBNR reserving inherently less susceptible to accurate actuarial estimation than is the case with property coverages. Unlike property losses,
casualty losses are claims made by third-parties of which the policyholder may not be aware and, therefore, may be reported a significant time
after the occurrence, including sometimes years later. As casualty claims most often involve claims of bodily injury, assessment of the proper
case estimates is a far more subjective process than claims involving property damage. In addition, in determining the case estimate for a
casualty claim, information develops slowly over the life of the claim and can subject the case estimation to substantial modification well after
the claim was first reported. Numerous factors impact the casualty case reserving process, such as venue, the amount of monetary damage,
legislative activity, the permanence of the injury and the age of the claimant.

        The effects of inflation could cause the severity of claims from catastrophes or other events to rise in the future. Increases in the values and
geographic concentrations of policyholder property and the effects of inflation have resulted in increased severity of industry losses in recent
years, and Hilltop's insurance segment expects that these factors will increase the severity of losses in the future. As NLC observed in 2008, the
severity of some catastrophic weather events, including the scope and extent of damage and the inability to gain access to damaged properties,
and the ensuing shortages of labor and materials and resulting demand surge, provide additional challenges to estimating ultimate losses.
Hilltop's insurance segment's liabilities for losses and loss adjustment expenses include assumptions about future payments for settlement of
claims and claims handling expenses, such as medical treatments and litigation costs. To the extent inflation causes these costs to increase above
liabilities established for these costs, Hilltop's insurance segment expects to be required to increase its liabilities, together with a corresponding
reduction in its net income in the period in which the deficiency is identified.

        Estimating an appropriate level of liabilities for losses and loss adjustment expense is an inherently uncertain process. Accordingly, actual
loss and loss adjustment expenses paid will likely deviate, perhaps substantially, from the liability estimates reflected in Hilltop's insurance
segment's consolidated financial statements. Claims could exceed Hilltop's insurance segment's estimate for liabilities for losses and loss
adjustment expenses, which could have a material adverse effect on its financial condition and results of operations.

If Hilltop's insurance segment cannot obtain adequate reinsurance protection for the risks it underwrites or its reinsurers do not pay losses
in a timely fashion, or at all, Hilltop's insurance segment will suffer greater losses from these risks or may reduce the amount of business it
underwrites, which may materially adversely affect its financial condition and results of operations.

        Hilltop's insurance segment purchases reinsurance to protect itself from certain risks and to share certain risks it underwrites. During 2013
and 2012, Hilltop's insurance segment's personal lines ceded 10.2% and 12.1%, respectively, of its direct insurance premiums written (primarily
through excess of loss, quota share and catastrophe reinsurance treaties) and its commercial lines ceded 4.6% and 4.9%, respectively, of its direct
insurance premiums written (primarily through excess of loss and catastrophe reinsurance treaties). The total cost of reinsurance, inclusive of per
risk excess and catastrophe, decreased 9.3% in the year ended December 31, 2013, which is partially attributable to reduced limits, lower rates
and lower reinstatement premiums in 2013 of $0.2 million. Reinsurance cost generally fluctuates as a result of storm costs or any changes in
capacity within the reinsurance market.
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        From time to time, market conditions have limited, and in some cases have prevented, insurers from obtaining the types and amounts of
reinsurance that they have considered adequate for their business needs. Accordingly, Hilltop's insurance segment may not be able to obtain
desired amounts of reinsurance. Even if Hilltop's insurance segment is able to obtain adequate reinsurance, it may not be able to obtain it from
entities with satisfactory creditworthiness or negotiate terms that it deems appropriate or acceptable. Although the cost of reinsurance is, in some
cases, reflected in Hilltop's insurance segment's premium rates, Hilltop's insurance segment may have guaranteed certain premium rates to its
policyholders. Under these circumstances, if the cost of reinsurance were to increase with respect to policies for which Hilltop's insurance
segment guaranteed the rates, Hilltop's insurance segment would be adversely affected. In addition, if Hilltop's insurance segment cannot obtain
adequate reinsurance protection for the risks it underwrites, it may be exposed to greater losses from these risks or it may be forced to reduce the
amount of business that it underwrites for such risks, which will reduce Hilltop's insurance segment's revenue and may have a material adverse
effect on its results of operations and financial condition.

        At March 31, 2014, Hilltop's insurance segment had $4.0 million in reinsurance recoverables, including ceded paid loss recoverables, ceded
losses and loss adjustment expense recoverables and ceded unearned insurance premiums. Hilltop's insurance segment expects to continue to
purchase substantial reinsurance coverage in the foreseeable future. Because Hilltop's insurance segment remains primarily liable to its
policyholders for the payment of their claims, regardless of the reinsurance it has purchased relating to those claims, in the event that one of its
reinsurers becomes insolvent or otherwise refuses to reimburse Hilltop's insurance segment for losses paid, or delays in reimbursing Hilltop's
insurance segment for losses paid, its liability for these claims could materially and adversely affect its financial condition and results of
operations.

Hilltop is subject to legal claims and litigation that could have a material adverse effect on its business.

        Hilltop faces significant legal risks in each of the business segments in which Hilltop operates, and the volume of legal claims and amount
of damages and penalties claimed in litigation and regulatory proceedings against financial service companies remains high. These risks often
are difficult to assess or quantify, and their existence and magnitude often remain unknown for substantial periods of time. Substantial legal
liability or significant regulatory action against Hilltop or any of Hilltop's subsidiaries could have a material adverse effect on Hilltop's results of
operations or cause significant reputational harm to Hilltop, which could seriously harm Hilltop's business and prospects. Further, regulatory
inquiries and subpoenas, other requests for information, or testimony in connection with litigation may require incurrence of significant
expenses, including fees for legal representation and fees associated with document production. These costs may be incurred even if Hilltop is
not a target of the inquiry or a party to the litigation. Any financial liability or reputational damage could have a material adverse effect on
Hilltop's business, which, in turn, could have a material adverse effect on Hilltop's financial condition and results of operations.

Hilltop may be subject to environmental liabilities in connection with the foreclosure on real estate assets securing the loan portfolio of
Hilltop's banking segment.

        Hazardous or toxic substances or other environmental hazards may be located on the real estate that secures Hilltop's loans. If Hilltop
acquires such properties as a result of foreclosure, or otherwise, Hilltop could become subject to various environmental liabilities. For example,
Hilltop could be held liable for the cost of cleaning up or otherwise addressing contamination at or from these properties. Hilltop could also be
held liable to a governmental entity or third party for property damage, personal injury or other claims relating to any environmental
contamination at or from these properties. In addition, Hilltop could be held liable for costs relating to environmental contamination at or from
Hilltop's current or former properties. Hilltop may not detect all environmental hazards associated with
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these properties. If Hilltop ever became subject to significant environmental liabilities, Hilltop's business, financial condition, liquidity and
results of operations could be harmed.

If Hilltop fails to maintain an effective system of internal controls over financial reporting, the accuracy and timing of its financial reporting
may be adversely affected.

        Effective internal controls are necessary for Hilltop to provide timely and reliable financial reports and effectively prevent fraud. Any
inability to provide reliable financial reports or prevent fraud could harm Hilltop's business. If Hilltop fails to maintain the adequacy of its
internal controls, Hilltop's financial statements may not accurately reflect Hilltop's financial condition. Inadequate internal controls over
financial reporting could impact the reliability and timeliness of Hilltop's financial reports and could cause investors to lose confidence in
Hilltop's reported financial information, which could have a negative effect on Hilltop's business and the value of its securities.

The debt agreements of Hilltop's insurance segment and its controlled affiliates contain financial covenants and impose restrictions on its
business.

        The indenture governing NLC's LIBOR plus 3.40% notes due 2035 contains restrictions on its ability to, among other things, declare and
pay dividends and merge or consolidate. In addition, this indenture contains a change of control provision, which provides that (i) if a person or
group becomes the beneficial owner, directly or indirectly, of 50% or more of NLC's equity securities and (ii) if NLC's ratings are downgraded
by a nationally recognized statistical rating organization (as defined in the Exchange Act), then each holder of the notes governed by such
indenture has the right to require that NLC purchase such holder's notes, in whole or in part, at a price equal to 100% of the then outstanding
principal amount. Likewise, the surplus indentures governing NLIC's two LIBOR plus 4.10% and 4.05% notes due 2033 and ASIC's LIBOR
plus 4.05% notes due 2034 contain restrictions on dividends and mergers and consolidations. In addition, NLC has other credit arrangements
with its affiliates and other third-parties.

        NLC's ability to comply with these covenants may be affected by events beyond its control, including prevailing economic, financial and
industry conditions. The breach of any of these restrictions could result in a default under the loan agreements or indentures governing the notes
or under its other debt agreements. An event of default under its debt agreements would permit some of its lenders to declare all amounts
borrowed from them to be due and payable, together with accrued and unpaid interest. If NLC were unable to repay debt to its secured lenders,
these lenders could proceed against the collateral securing that debt. In addition, acceleration of its other indebtedness may cause NLC to be
unable to make interest payments on the notes. Other agreements that NLC or its insurance company subsidiaries may enter into in the future
may contain covenants imposing significant restrictions on their respective businesses that are similar to, or in addition to, the covenants under
their respective existing agreements. These restrictions may affect NLC's ability to operate its business and may limit its ability to take
advantage of potential business opportunities as they arise.

 Risks Related to Hilltop's Substantial Cash Position and Related Strategies for its Use

Because Hilltop intends to use a substantial portion of its remaining available cash to make acquisitions or effect a business combination,
Hilltop may become subject to risks inherent in pursuing and completing any such acquisitions or business combination.

        Hilltop is endeavoring to make acquisitions or effect business combinations with a substantial portion of Hilltop's remaining available cash.
Hilltop may not, however, be able to identify suitable targets, consummate acquisitions or effect a combination on commercially acceptable
terms or, if consummated, successfully integrate personnel and operations.
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        The success of any acquisition or business combination will depend upon, among other things, the ability of management and Hilltop's
employees to integrate personnel, operations, products and technologies effectively, to retain and motivate key personnel and to retain customers
and clients of targets. In addition, any acquisition or business combination Hilltop undertakes may consume available cash resources, result in
potentially dilutive issuances of equity securities and divert management's attention from other business concerns. Even if Hilltop conducts
extensive due diligence on a target business that Hilltop acquires or with which Hilltop merges, its diligence may not surface all material issues
that may adversely affect a particular target business, and Hilltop may be forced to later write-down or write-off assets, restructure Hilltop's
operations or incur impairment or other charges that could result in Hilltop's reporting losses. Consequently, Hilltop also may need to make
further investments to support the acquired or combined company and may have difficulty identifying and acquiring the appropriate resources.

        Hilltop may enter, through acquisitions or a business combination, into new lines of business or initiate new service offerings subject to the
restrictions imposed upon Hilltop as a regulated financial holding company. Accordingly, there is no basis for you to evaluate the possible merits
or risks of the particular target business with which Hilltop may combine or that Hilltop may ultimately acquire.

Existing circumstances may result in several of Hilltop's directors having interests that may conflict with its interests.

        A director who has a conflict of interest with respect to an issue presented to Hilltop's board will have no inherent legal obligation to
abstain from voting upon that issue. Hilltop does not have provisions in its bylaws or charter that require an interested director to abstain from
voting upon an issue, and Hilltop does not expect to add provisions in Hilltop's charter and bylaws to this effect. Although each director has a
duty to act in good faith and in a manner he or she reasonably believes to be in Hilltop's best interests, there is a risk that, should interested
directors vote upon an issue in which they or one of their affiliates has an interest, their vote may reflect a bias that could be contrary to Hilltop's
best interests. In addition, even if an interested director abstains from voting, the director's participation in the meeting and discussion of an issue
in which they have, or companies with which they are associated have, an interest could influence the votes of other directors regarding the
issue.

Difficult market conditions have adversely affected the yield on Hilltop's available cash.

        Hilltop's primary objective is to preserve and maintain the liquidity of Hilltop's available cash, while at the same time maximizing yields
without significantly increasing risk. The capital and credit markets have been experiencing volatility and disruption for a prolonged period. This
volatility and disruption reached unprecedented levels, resulting in dramatic declines in interest rates and other yields relative to risk. This
downward pressure has negatively affected the yields Hilltop receives on its available cash. If current levels of market disruption and volatility
continue or worsen, there can be no assurance that Hilltop will receive any significant yield on its available cash. Further, given current market
conditions, no assurance can be given that Hilltop will be able to preserve its available cash.

 Risks Related to Hilltop's Common Stock

Hilltop may issue shares of preferred stock or additional shares of common stock to complete an acquisition or effect a combination or under
an employee incentive plan after consummation of an acquisition or combination, which would dilute the interests of Hilltop's stockholders
and likely present other risks.

        The issuance of shares of preferred stock or additional shares of common stock:

�
may significantly dilute the equity interest of Hilltop's stockholders;
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�
may subordinate the rights of holders of common stock if preferred stock is issued with rights senior to those afforded
Hilltop's common stock;

�
could cause a change in control if a substantial number of shares of common stock are issued, which may affect, among
other things, Hilltop's ability to use its net operating loss carry forwards; and

�
may adversely affect prevailing market prices for Hilltop's common stock.

        Hilltop's authorized capital stock includes ten million shares of preferred stock, and Hilltop currently has 114,068 shares of Series B
Preferred Stock issued and outstanding, liquidation preference $1,000 per share, to the Secretary of the Treasury pursuant to the SBLF. Hilltop's
board of directors, in its sole discretion, may designate and issue one or more additional series of preferred stock from the authorized and
unissued shares of preferred stock. Subject to limitations imposed by law or Hilltop's charter, Hilltop's board of directors is empowered to
determine the designation and number of shares constituting each series of preferred stock, as well as any designations, qualifications, privileges,
limitations, restrictions or special or relative rights of additional series. The rights of preferred stockholders may supersede the rights of common
stockholders. Preferred stock could be issued with voting and conversion rights that could adversely affect the voting power of the shares of
Hilltop's common stock. The issuance of preferred stock could also result in a series of securities outstanding that would have preferences over
the common stock with respect to dividends and in liquidation.

Hilltop's common stock price may experience substantial volatility, which may affect your ability to sell Hilltop's common stock at an
advantageous price.

        Price volatility of Hilltop's common stock may affect your ability to sell Hilltop's common stock at an advantageous price. Market price
fluctuations in Hilltop's common stock may arise due to acquisitions, dispositions or other material public announcements, including those
regarding dividends or changes in management, along with a variety of additional factors, including, without limitation, other risks identified in
"Forward-looking Statements" and these "Risk Factors." In addition, the stock markets in general, including the NYSE, have experienced
extreme price and trading fluctuations. These fluctuations have resulted in volatility in the market prices of securities that often have been
unrelated or disproportionate to changes in operating performance. These broad market fluctuations may adversely affect the market price of
Hilltop's common stock.

Hilltop's rights and the rights of Hilltop's stockholders to take action against Hilltop's directors and officers are limited.

        Hilltop is organized under Maryland law, which provides that a director or officer has no liability in that capacity if he or she performs his
or her duties in good faith, in a manner he or she reasonably believes to be in Hilltop's best interests and with the care that an ordinarily prudent
person in a like position would use under similar circumstances. In addition, Hilltop's charter eliminates Hilltop's directors' and officers' liability
to Hilltop and its stockholders for money damages, except for liability resulting from actual receipt of an improper benefit or profit in money,
property or services or active and deliberate dishonesty established by a final judgment and that is material to the cause of action. Hilltop's
bylaws require Hilltop to indemnify Hilltop's directors and officers for liability resulting from actions taken by them in those capacities to the
maximum extent permitted by Maryland law. As a result, Hilltop's stockholders and Hilltop may have more limited rights against Hilltop's
directors and officers than might otherwise exist under common law. In addition, Hilltop may be obligated to fund the defense costs incurred by
Hilltop's directors and officers.
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The Treasury's investment in Hilltop imposes restrictions and obligations upon Hilltop that could adversely affect the rights of Hilltop's
common stockholders.

        Hilltop's has sold 114,068 shares of Hilltop's Series B Preferred Stock, liquidation preference $1,000 per share, for $114.1 million, to the
Secretary of the Treasury pursuant to the SBLF. The shares of Series B Preferred Stock are senior to shares of Hilltop's common stock with
respect to dividends and liquidation preference. The terms of the Series B Preferred Stock provided for the payment of non-cumulative dividends
on a quarterly basis. As long as shares of Series B Preferred Stock remain outstanding, Hilltop may not pay dividends to Hilltop's common
stockholders (nor may Hilltop repurchase or redeem any shares of Hilltop's common stock) during any quarter in which Hilltop fails to declare
and pay dividends on the Series B Preferred Stock and for the next three quarters following such failure. In addition, under the terms of the
Series B Preferred Stock, Hilltop may only declare and pay dividends on Hilltop's common stock (or repurchase shares of Hilltop's common
stock), if, after payment of such dividend, the dollar amount of Hilltop's Tier 1 capital would be at least ninety percent (90%) of Tier 1 capital as
of September 27, 2011, excluding any charge-offs and redemptions of the Series B Preferred Stock.

Provisions in Hilltop's charter and bylaws, as well as applicable banking and insurance laws, could discourage acquisition bids or merger
proposals, which may adversely affect the market price of Hilltop's common stock.

Authority to Issue Additional Shares.    Under Hilltop's charter, its board of directors may issue up to an aggregate of ten million shares of
preferred stock without stockholder action. The preferred stock may be issued, in one or more series, with the preferences and other terms
designated by Hilltop's board of directors that may delay or prevent a change in control of Hilltop, even if the change is in the best interests of
the SWS stockholders. At December 31, 2013, 114,068 shares of preferred stock were designated or outstanding.

Banking Laws.    Any change in control of Hilltop is subject to prior regulatory approval under the Bank Holding Company Act or the
Change in Bank Control Act, which may delay, discourage or prevent an attempted acquisition or change in control of Hilltop.

Insurance Laws.    NLIC and ASIC are domiciled in the State of Texas. Before a person can acquire control of an insurance company
domiciled in Texas, prior written approval must be obtained from the Texas Department of Insurance. Acquisition of control would be presumed
on the acquisition, directly or indirectly, of ten percent or more of Hilltop's outstanding voting stock, unless the regulators determine otherwise.
Prior to granting approval of an application to acquire control of a domestic insurer, the Texas Department of Insurance will consider several
factors, such as:

�
the financial strength of the acquirer;

�
the integrity and management experience of the acquirer's board of directors and executive officers;

�
the acquirer's plans for the management of the insurer;

�
the acquirer's plans to declare dividends, sell assets or incur debt;

�
the acquirer's plans for the future operations of the domestic insurer;

�
the impact of the acquisition on continued licensure of the domestic insurer;

�
the impact on the interests of Texas policyholders; and

�
any anti-competitive results that may arise from the consummation of the acquisition of control.

58

Edgar Filing: Hilltop Holdings Inc. - Form S-4/A

93



Table of Contents

These laws may discourage potential acquisition proposals for Hilltop and may delay, deter or prevent a change of control of Hilltop, including
transactions that some or all of Hilltop's stockholders might consider desirable.

Restrictions on Calling Special Meeting, Cumulative Voting and Director Removal.    Hilltop's bylaws includes a provision prohibiting the
holders of less than a majority of the voting power represented by all of Hilltop's shares issued, outstanding and entitled to be voted at a
proposed meeting, from calling a special meeting of stockholders. Hilltop's charter does not provide for the cumulative voting in the election of
directors. In addition, Hilltop's charter provides that Hilltop's directors may be removed only for cause and then only by an affirmative vote of at
least two-thirds of the votes entitled to be cast in the election of directors. Any amendment to Hilltop's charter relating to the removal of
directors requires the affirmative vote of two-thirds of all of the votes entitled to be cast on the matter. These provisions of Hilltop's bylaws and
charter may delay, discourage or prevent an attempted acquisition or change in control of Hilltop.

An investment in Hilltop's common stock is not an insured deposit.

        An investment in Hilltop's common stock is not a bank deposit and is not insured or guaranteed by the FDIC, SIPC, the Texas Department
of Insurance or any other government agency. Accordingly, you should be capable of affording the loss of any investment in Hilltop's common
stock.
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 FORWARD LOOKING STATEMENTS

        This 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, including statements about the financial conditions, results of operations, earnings outlook and
prospects of Hilltop, SWS and the potential combined company and may include statements for 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,"
"budget," "indicate," "target," "project," "potential," "could," "should," "may," "possible" or other similar expressions which identify these
forward-looking statements and appear in a number of places in this proxy statement/prospectus (and the documents to which we refer you in
this proxy statement/prospectus) and include, but are not limited to, all statements relating directly or indirectly to the timing or likelihood of
completing the merger, plans for future growth and other business development activities as well as capital expenditures, financing sources and
the effects of regulation and competition and all other statements regarding our intent, plans, beliefs or expectations or those of our directors or
officers.

        The forward-looking statements involve certain risks and uncertainties. The ability of either Hilltop or SWS to predict results or the actual
effects of its plans and strategies, or those of the combined company, is subject to inherent uncertainty. Factors that may cause actual events or
results to differ materially from such forward-looking statements include those set forth under "Risk Factors" included elsewhere in, or
incorporated in, this proxy statement/prospectus, as well as, among others, the following:

�
those discussed and identified in public filings with the SEC made by Hilltop or SWS;

�
fluctuations in the market price of Hilltop common stock and the related effect on the market value of the merger
consideration that common stockholders will receive upon completion of the merger;

�
business uncertainties and contractual restrictions while the merger is pending;

�
the possibility that the proposed merger does not close when expected or at all because required regulatory, stockholder or
other approvals and other conditions to closing are not received or satisfied on a timely basis or at all;

�
the terms of the proposed merger may need to be modified to satisfy such approvals or conditions;

�
the anticipated benefits from the proposed merger are not realized in the time frame anticipated or at all as a result of
changes in general economic and market conditions, interest and exchange rates, monetary policy, laws and regulations
(including changes to capital requirements) and their enforcement, and the degree of competition in the geographic and
business areas in which the companies operate;

�
the ability to promptly and effectively combine the businesses of SWS and Hilltop;

�
reputational risks and the reaction of the companies' respective customers to the merger;

�
diversion of management time on merger related issues;

�
changes in general economic, market and business conditions;

�
changes in asset quality and credit risk and risks associated with concentrations in real estate related loans;
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�
inflation;

�
customer borrowing, repayment, investment and deposit practices;

�
the introduction, withdrawal, success and timing of business initiatives;

�
changes in accounting policies;

�
changes in tax and regulatory compliance requirements;

�
changes in federal, state and local tax rates;

�
the ability to attract and retain key personnel;

�
the availability of borrowings under credit lines, credit agreements and credit facilities;

�
the potential for litigation and other regulatory liability;

�
technology changes;

�
competitive conditions; and

�
the impact, extent and timing of actions of the Federal Reserve Board and federal and state banking regulators, and
legislative and regulatory actions and reforms, including those associated with the Dodd-Frank Act.

        Because these forward-looking statements are subject to assumptions and uncertainties, actual results may differ materially from those
expressed or implied by these forward-looking statements. You are cautioned not to place undue reliance on these statements, which speak only
as of the date of this proxy statement/prospectus or the date of any document incorporated by reference in this proxy statement/prospectus. Any
forward-looking statements made or incorporated in this proxy statement/prospectus are qualified in their entirety by these cautionary
statements, and there can be no assurance that the actual results or developments anticipated by Hilltop or SWS will be realized or, even if
substantially realized, that they will have the expected consequences to, or effects on, us or our business or operations.

        All subsequent written and oral forward-looking statements concerning the merger or other matters addressed or incorporated in this proxy
statement/prospectus and attributable to Hilltop or SWS or any person acting on their behalf are expressly qualified in their entirety by the
cautionary statements contained or referred to in this proxy statement/prospectus. Except to the extent required by applicable law or regulation,
Hilltop and SWS undertake no obligation to update these forward-looking statements to reflect events or circumstances after the date of this
proxy statement/prospectus or to reflect new information or the occurrence of unanticipated events.
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 THE SWS SPECIAL MEETING

        This section contains information about the special meeting of SWS stockholders that has been called to allow SWS stockholders to
consider and vote on the merger agreement and other related matters.

        Together with this proxy statement/prospectus, SWS is also sending you a notice of the SWS special meeting and a form of proxy that is
solicited by the SWS board of directors for use at the special meeting and at any adjournments or postponements of the special meeting. The
SWS special meeting will be held on            , 2014, at            , local time, at             ..

 Matters to be Considered

        At the SWS special meeting, holders of SWS common stock as of the record date will be asked to consider and vote on:

�
a proposal to adopt and approve the merger agreement (the "merger proposal");

�
a proposal to approve, on a non-binding, advisory basis, compensation that may be paid or would be payable to SWS's
named executive officers that is based on or otherwise relates to the merger (the "compensation proposal"); and

�
a proposal to approve the adjournment of the SWS special meeting, if necessary or appropriate, to solicit additional proxies,
in the event that there are not sufficient votes at the time of the SWS special meeting to approve the merger proposal (the
"adjournment proposal").

 Proxies

        Each copy of this proxy statement/prospectus mailed to holders of SWS common stock is accompanied by a form of proxy with instructions
for voting. If you hold stock in your name as a stockholder of record, you may complete, sign, date and mail your proxy card in the enclosed
postage paid return envelope as soon as possible, vote by telephone by calling the toll-free number listed on the SWS proxy card, vote by
accessing the internet site listed on the SWS proxy card or vote in person at the SWS special meeting. If you hold your stock in "street name"
through a bank or broker, you must direct your bank or broker to vote in accordance with the instruction form included with these materials and
forwarded to you by your bank or broker. This voting instruction form provides instructions for voting. To vote using the proxy card you must
sign, date and return it in the enclosed postage-paid envelope. Instructions on how to vote by telephone or by the internet are included with your
proxy card.

        If you are a holder of record, to change your vote, you must:

�
mail a new signed proxy card with a later date to SWS;

�
vote by calling the toll-free number listed on the SWS proxy card or accessing the internet site listed on the SWS proxy card
by 11:59 p.m., Eastern Time, on            , 2014; or

�
attend the SWS special meeting and vote in person.

        If you wish to revoke rather than change your vote, you must send a written, signed revocation to SWS Group, Inc., 1201 Elm Street,
Suite 3500, Dallas, Texas 75270, Attn:             , which must be received prior to the exercise of the proxy. You must include your control
number.
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        If you hold shares in "street name" and wish to change or revoke your vote, please refer to the information on the voting instruction form
included with these materials and forwarded to you by your bank, broker or other holder of record to see your voting options.
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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
your 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 as recommended by the SWS board of directors.

        SWS stockholders with shares represented by stock certificates should not send SWS stock certificates with their proxy cards. After the
merger is completed, holders of SWS common stock certificates or shares of SWS common stock held in book-entry form will be mailed a
transmittal form with instructions on how to exchange their SWS stock certificates or book-entry shares for the merger consideration.

 Participants in the SWS 401(k) Plan

        If you hold shares indirectly in the SWS 401(k) Plan, you have the right to direct the plan trustee how to vote the shares that you hold in
your account. In accordance with the terms of the plan, if you fail to instruct the plan trustee how to vote your plan shares, the trustee will
generally vote your plan shares in the same proportion as the shares voted pursuant to the instructions of participants who timely give such
instructions.

 Solicitation of Proxies

        SWS will bear the entire cost of soliciting proxies from its stockholders. In addition to solicitation of proxies by mail, SWS will request that
banks, brokers, and other record holders send proxies and proxy material to the beneficial owners of SWS common stock and secure their voting
instructions. SWS will reimburse the record holders for their reasonable expenses in taking those actions. If necessary, SWS may use several of
its regular employees, who will not be specially compensated, to solicit proxies from SWS stockholders, either personally or by telephone,
facsimile, letter or other electronic means. SWS expects to make arrangements with an outside firm to assist SWS in soliciting proxies and will
pay them an agreed upon fee plus reasonable fees and expenses for these services.

 Record Date

        The close of business on            , 2014 has been fixed as the record date for determining the SWS stockholders entitled to receive notice of
and to vote at the SWS special meeting. At that time,            shares of SWS common stock were outstanding, held by
approximately            holders of record.

 Quorum

        In order to conduct business at the SWS special meeting, there must be a quorum. A quorum is the number of shares that must be present at
the meeting, either in person or by proxy. To have a quorum at the special meeting requires the presence of stockholders or their proxies who are
entitled to cast at least a majority of the votes that all stockholders are entitled to cast. Abstentions and broker non-votes will be counted for the
purpose of determining whether a quorum is present.

        You are entitled to one vote for each share of SWS common stock you held as of the record date.

 Vote Required

        Approval of the merger proposal requires the affirmative vote of a majority of the shares of SWS common stock outstanding on the record
date for the SWS special meeting. Because the affirmative vote of the holders of at least a majority of the shares of SWS common stock
outstanding on the record date for the SWS special meeting is needed to approve the merger proposal, an abstention or a broker non-vote will
have the effect of a vote against the merger proposal. Approval of the compensation proposal and the adjournment proposal require, in each
case, the affirmative vote of a
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majority of the shares of SWS common stock represented in person or by proxy at the SWS special meeting and entitled to vote on such
proposal. An abstention or broker non-vote will have no effect on the compensation proposal or the adjournment proposal. Each holder of SWS
common stock will be entitled to one vote per share on each of the proposals presented at the SWS annual meeting. As of the date of this proxy
statement/prospectus, Hilltop owns 1,475,387 shares of SWS common stock, or approximately 4.5% of the currently outstanding SWS common
shares, and an additional 8,695,652 shares of SWS are issuable to Hilltop upon exercise of its warrant, equivalent to total beneficial ownership of
approximately 24.4% on an as-converted basis.

        Every SWS stockholder's vote is important. The SWS board of directors urges SWS stockholders to promptly vote by: (1) completing,
signing, dating and mailing your proxy card in the enclosed postage paid return envelope as soon as possible; (2) calling the toll-free number
listed on the SWS proxy card; or (3) accessing the internet site listed on the SWS proxy card. If you hold your stock in "street name" through a
bank or broker, please direct your bank or broker to vote in accordance with the instruction form included with these materials and forwarded to
you by your bank or broker.

 Shares Held by Officers and Directors

        As of the record date, to the knowledge of SWS, directors and executive officers of SWS had the right to vote approximately             shares
of SWS common stock (not including the shares held by Hilltop described below), or approximately            % of the outstanding shares of SWS
common stock entitled to vote at the special meeting. We currently expect that each of these individuals will vote their shares of SWS common
stock in favor of the proposals to be presented at the special meeting.

 Shares Held by Hilltop

        As of the date of this proxy statement/prospectus, Hilltop owns 1,475,387 shares of SWS common stock, or approximately 4.5% of the
currently outstanding SWS common shares, and an additional 8,695,652 shares of SWS are issuable to Hilltop upon exercise of its warrant,
equivalent to total beneficial ownership of approximately 24.4% on an as-converted basis. Hilltop has agreed in the merger agreement to vote
any shares of SWS that it owns as of the record date for the SWS special meeting (not including unissued shares that would be issuable upon the
exercise of all or a portion of Hilltop's warrant) in favor of approval and adoption of the merger agreement.

 Recommendation of the SWS Board of Directors

        The SWS board of directors (other than Messrs. Gerald J. Ford and J. Taylor Crandall, who recused themselves), upon the unanimous
recommendation of the Special Committee, has approved the merger agreement and the transactions contemplated thereby, including the merger.
See "The Merger�Reasons for the Merger" and "The Merger�Recommendation of the SWS Board of Directors" included elsewhere in this proxy
statement/prospectus for a more detailed discussion of the SWS board of directors' recommendation.

        The SWS board of directors (other than Messrs. Gerald J. Ford and J. Taylor Crandall, who recused themselves) recommends that you vote
your shares as follows:

�
"FOR" the adoption and approval of the merger agreement;

�
"FOR" the approval, on a non-binding, advisory basis, of the compensation that may be paid or would be payable to SWS's
named executive officers that is based on or otherwise relates to the merger; and

�
"FOR" the approval of the proposal to adjourn the special meeting, if necessary or appropriate, to solicit additional proxies
in the event that there are not sufficient votes at the time of the special meeting to adopt and approve the merger proposal

64

Edgar Filing: Hilltop Holdings Inc. - Form S-4/A

101



Table of Contents

 Attending the Special Meeting

        All holders of SWS common stock, including holders of record and stockholders who hold their stock through banks, brokers, nominees or
any other holder of record, are invited to attend the SWS special meeting. Only stockholders of record on the record date can vote in person at
the SWS special meeting. If you are not a stockholder of record, you must obtain a proxy executed in your favor from the record holder of your
shares, such as a broker, bank or other nominee, to be able to vote in person at the SWS special meeting. If you plan to attend the SWS special
meeting, you must hold your shares in your own name or have a letter from the record holder of your shares confirming your ownership and you
must bring a form of personal photo identification with you in order to be admitted. SWS reserves the right to refuse admittance to anyone
without proper proof of share ownership and without proper photo identification.

 Delivery of Proxy Materials

        As permitted by applicable law, only one copy of this joint proxy statement/prospectus is being delivered to stockholders residing at the
same address, unless such stockholders have notified SWS of their desire to receive multiple copies of the joint proxy statement/prospectus.

        SWS will promptly deliver, upon oral or written request, a separate copy of the joint proxy statement/prospectus to any stockholder residing
at an address to which only one copy of such document was mailed. Requests for additional copies should be directed to Investor Relations, at
1201 Elm Street, Suite 3500, Dallas, Texas 75270 or by telephone at (214) 859-1800.

 Appraisal/Dissenter's Rights

        Section 262 of the DGCL provides holders of shares of SWS common stock with the right to dissent from the merger and seek appraisal of
their shares of SWS common stock in accordance with Delaware law. A holder of shares of SWS common stock who properly seeks appraisal
and complies with the applicable requirements under Delaware law, referred to as a dissenting stockholder, will forego the merger consideration
and instead receive a cash payment equal to the fair value of such stockholder's shares of SWS common stock in connection with the merger.
Fair value will be determined by the Delaware Court of Chancery following an appraisal proceeding. Dissenting stockholders will not know the
appraised fair value at the time such holders must elect whether to seek appraisal. The ultimate amount dissenting stockholders receive in an
appraisal proceeding may be more or less than, or the same as, the amount such holders would have received under the merger agreement.

        To seek appraisal, a stockholder of SWS must strictly comply with all of the procedures required under Delaware law, including:

�
delivering a written demand for appraisal to SWS before the vote is taken on the merger agreement at the SWS special
meeting;

�
not voting in favor of the merger proposal; and

�
continuing to hold its shares of common stock through the effective time of the merger.

        In connection with the foregoing, SWS stockholders who wish to seek appraisal should note that:

�
if you return a signed proxy without voting instructions, your proxy will be voted as recommended by the SWS board of
directors and you may lose dissenters' rights;

�
if you return a signed proxy with instructions to vote "FOR" the merger agreement, your shares will be voted in favor of the
merger agreement and you will lose dissenters' rights; and
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�
if you wish to dissent and you execute and return a proxy, you must specify that your shares are to be either voted
"AGAINST" or "ABSTAIN" with respect to approval of the merger.

        Failure to follow exactly the procedures specified under Delaware law will result in the loss of appraisal rights.

        For a further description of the appraisal rights available to SWS stockholders and procedures required to exercise appraisal rights, see the
section entitled "The Merger�Appraisal/Dissenters' Rights" included elsewhere in this joint proxy statement/prospectus and the provisions of the
DGCL that grant appraisal rights and govern such procedures which are attached as Annex C to this document. If a stockholder of SWS holds
shares of SWS common stock through a bank, brokerage firm or other nominee and the SWS stockholder wishes to exercise appraisal rights,
such stockholder should consult with such stockholder's bank, brokerage firm or nominee. In view of the complexity of Delaware law, SWS
stockholders who may wish to pursue appraisal rights should consult their legal and financial advisors promptly.
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 PROPOSALS SUBMITTED TO SWS STOCKHOLDERS

 Adoption and Approval of the Merger Agreement (Proposal 1)

        This proxy statement/prospectus is being furnished to SWS stockholders as part of the solicitation of proxies by the SWS board of directors
for use at the SWS special meeting to consider and vote on the proposal to adopt and approve the merger agreement. IF SWS
STOCKHOLDERS FAIL TO ADOPT AND APPROVE THE MERGER AGREEMENT, THE MERGER CANNOT BE
COMPLETED. Holders of SWS common stock should read this proxy statement/prospectus carefully and in its entirety, including the annexes,
for more detailed information concerning the merger agreement and the merger. A copy of the merger agreement is attached to this proxy
statement/prospectus as Annex A.

        After careful consideration, upon the unanimous recommendation of the Special Committee, the SWS board of directors (other than
Messrs. Gerald J. Ford and J. Taylor Crandall, who recused themselves) determined that the merger agreement and the transactions
contemplated thereby were advisable and fair to and in the best interests of the SWS stockholders and approved the merger agreement and the
transactions contemplated by the merger agreement, including the merger. See "The Merger�Reasons for the Merger" and "The
Merger�Recommendation of the SWS Board of Directors" included elsewhere in this proxy statement/prospectus for a more detailed discussion
of the SWS board of directors' recommendation.

        Approval of the merger proposal requires the affirmative vote of a majority of the shares of SWS common stock outstanding on the record
date for the SWS special meeting.

        The SWS board of directors (other than Messrs. Gerald J. Ford and J. Taylor Crandall, who recused themselves) recommends that its
stockholders vote "FOR" the adoption and approval of the merger agreement. For a discussion of interests of SWS's directors and executive
officers in the merger that may be different from, or in addition to, the interest of SWS stockholders generally, see "The Merger�Interests of SWS
Certain Directors and Executive Officers in the Merger" included elsewhere in this proxy statement/prospectus.

 Non-Binding Advisory Vote Approving Compensation (Proposal 2)

        The Dodd-Frank Act and Rule 14a-21(c) under the Exchange Act require SWS to provide its stockholders with the opportunity to vote to
approve, on a non-binding, advisory basis, the compensation that may be paid or would be payable to the named executive officers of SWS that
is based on or otherwise relates to the merger. Information required by Item 402(t) of Regulation S-K concerning this compensation, subject to
certain assumptions described herein, is presented under the heading "The Merger�Interests of SWS Directors and Executive Officers in the
Merger�Golden Parachute Compensation."

        Accordingly, SWS is requesting that holders of SWS common stock approve the following resolution:

"RESOLVED, that the stockholders of SWS Group, Inc. approve, on a non-binding advisory basis, the compensation that may be paid
or would be payable to its named executive officers that is based on or otherwise relates to the merger, as disclosed in the proxy
statement/prospectus relating to the SWS special meeting in the table titled "Golden Parachute Compensation" pursuant to Item 402(t)
of Regulation S-K, including the related footnotes and associated narrative discussion."

        Approval of this proposal is not a condition to completion of the merger. While the SWS board of directors intends to consider the vote
resulting from this proposal, the vote is advisory, and therefore not binding on SWS or on Hilltop or the board of directors or the
compensation committees of SWS or Hilltop. Accordingly, such compensation, including amounts that SWS is contractually obligated to
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pay, would still be payable regardless of the outcome of this advisory vote, subject only to the conditions applicable thereto.

        Approval of the compensation proposal requires the affirmative vote of a majority of the shares of SWS common stock represented in
person or by proxy at the special meeting and entitled to vote on the proposal.

        The SWS board of directors recommends (other than Messrs. Gerald J. Ford and J. Taylor Crandall, who recused themselves) that its
stockholders vote "FOR" the approval, on a non-binding, advisory basis, of the compensation that may be paid or would be payable to SWS's
named executive officers that is based on or otherwise relates to the merger.

 Approval of the Adjournment or Postponement of the SWS Special Meeting (Proposal 3)

        The SWS special meeting may be adjourned to another time or place, if necessary or appropriate, to permit, among other things, further
solicitation of proxies if necessary to obtain additional votes in favor of the merger proposal.

        If, at the SWS special meeting, the number of shares of SWS common stock present or represented and voting in favor of the merger
proposal is insufficient to approve such proposal, SWS intends to move to adjourn the SWS special meeting in order to solicit additional proxies
for the adoption and approval of the merger agreement. In accordance with the SWS bylaws, a vote to approve the proposal to adjourn the SWS
special meeting, if necessary or appropriate, to solicit additional proxies if there are insufficient votes at the time of the SWS special meeting to
approve the merger proposal may be taken in the absence of a quorum. SWS does not intend to call a vote on this proposal if the merger
proposal has been approved at the SWS special meeting.

        In this proposal, SWS is asking its stockholders to authorize the holder of any proxy solicited by the SWS board of directors to vote in favor
of granting discretionary authority to proxy holders, and each of them individually, to adjourn the SWS special meeting to another time and
place for the purpose of soliciting additional proxies. If SWS stockholders approve this adjournment proposal, SWS could adjourn the SWS
special meeting and any adjourned session of the SWS special meeting and use the additional time to solicit additional proxies, including the
solicitation of proxies from SWS stockholders who have previously voted.

        Approval of the adjournment proposal requires the affirmative vote of a majority of the shares of SWS common stock represented in person
or by proxy at the SWS special meeting and entitled to vote on the proposal.

        The SWS board of directors (other than Messrs. Gerald J. Ford and J. Taylor Crandall, who recused themselves) recommends that holders
of SWS common stock vote "FOR" the approval of the proposal to adjourn the special meeting, if necessary or appropriate, to solicit additional
proxies in the event that there are not sufficient votes at the time of the special meeting to adopt and approve the merger agreement.
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 INFORMATION ABOUT THE COMPANIES�HILLTOP

Unless the context otherwise indicates, all references in this "Information About the Companies�Hilltop" section to the "Company," "we,"
"us," "our" or "ours" or similar words are to Hilltop Holdings Inc. and its direct and indirect wholly owned subsidiaries (and, for avoidance of
doubt, do not refer to SWS), references to "Hilltop" refer solely to Hilltop Holdings Inc., references to "PlainsCapital" refer to PlainsCapital
Corporation (a wholly owned subsidiary of Hilltop), references to the "Bank" refer to PlainsCapital Bank (a wholly owned subsidiary of
PlainsCapital), references to "FNB" refer to First National Bank, references to "First Southwest" refer to First Southwest Holdings, LLC (a
wholly owned subsidiary of the Bank) and its subsidiaries as a whole, references to "FSC" refer to First Southwest Company (a wholly owned
subsidiary of First Southwest), references to "PrimeLending" refer to PrimeLending, a PlainsCapital Company (a wholly owned subsidiary of
the Bank) and its subsidiaries as a whole, and references to "NLC" refer to National Lloyds Corporation (a wholly owned subsidiary of Hilltop)
and its subsidiaries as a whole.

 Business

 Company Background

        Beginning in 1995, we operated as several companies under the name "Affordable Residential Communities" or "ARC," a Maryland
corporation. We engaged in the business of acquiring, renovating, repositioning and operating manufactured home communities, as well as
certain related businesses.

        In January 2007, we acquired NLC, a property and casualty insurance holding company.

        On July 31, 2007, we sold substantially all of the operating assets used in our manufactured home communities business and our retail sales
and financing business to American Residential Communities LLC. In conjunction with this transaction, we transferred to the buyer the rights to
the "Affordable Residential Communities" name, changed our name to Hilltop Holdings Inc., and moved our headquarters to Dallas, Texas. As a
result, our primary operations from August 2007 through November 2012 were limited to providing fire and homeowners insurance to low value
dwellings and manufactured homes primarily in Texas and other areas of the southern United States through NLC. NLC operates through its
wholly owned subsidiaries, National Lloyds Insurance Company ("NLIC") and American Summit Insurance Company ("ASIC").

        On November 30, 2012, we acquired PlainsCapital Corporation through a plan of merger (the "PlainsCapital Merger"), whereby
PlainsCapital Corporation merged into our wholly owned subsidiary, which continued as the surviving entity under the name "PlainsCapital
Corporation". Concurrent with the consummation of the PlainsCapital Merger, we became a financial holding company registered under the
Bank Holding Company Act of 1956 (the "Bank Holding Company Act"), as amended by the Gramm-Leach-Bliley Act of 1999 (the
"Gramm-Leach-Bliley Act").

        On September 13, 2013, the Bank assumed substantially all of the liabilities, including all of the deposits, and acquired substantially all of
the assets, of FNB from the FDIC, as receiver, and reopened former FNB branches acquired from the FDIC under the "PlainsCapital Bank"
name (the "FNB Transaction").

        We intend to make acquisitions with certain of the remaining proceeds from the American Residential Communities transaction and, if
necessary or appropriate, from additional equity or debt financing sources.

        Following the PlainsCapital Merger, our primary line of business has been to provide business and consumer banking services from offices
located throughout central, north and west Texas through the Bank. The acquisition of FNB's expansive branch network allows the Bank to
further develop its Texas footprint through expansion into the Rio Grande Valley, Houston, Corpus Christi, Laredo and El Paso
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markets, among others. In addition to the Bank, our other subsidiaries have specialized areas of expertise that allow us to provide an array of
financial products and services such as mortgage origination, insurance and financial advisory services.

        At March 31, 2014, on a consolidated basis, we had total assets of $9.0 billion, total deposits of $6.7 billion, total loans, including loans
held for sale, of $5.4 billion and stockholders' equity of $1.4 billion. Our operating results beginning December 1, 2012 include the banking,
mortgage origination and financial advisory operations acquired in the PlainsCapital Merger and the results of our banking operations include
the operations acquired in the FNB Transaction since September 14, 2013.

        Our common stock is listed on the New York Stock Exchange, or NYSE, under the symbol "HTH."

        Our principal office is located at 200 Crescent Court, Suite 1330, Dallas, Texas 75201, and our telephone number at that location is
(214) 855-2177. Our internet address is www.hilltop-holdings.com. Our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q,
Current Reports on Form 8-K and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act are
available on our website at http://ir.hilltop-holdings.com/ under the tab "SEC Filings" as soon as reasonably practicable after we electronically
file such reports with, or furnish them to, the Securities and Exchange Commission (the "SEC"). The references to our website in this proxy
statement/prospectus are inactive textual references only. The information on our website is not incorporated by reference into this proxy
statement/prospectus.

 Organizational Structure

        Our organizational structure is comprised of two primary operating business units, NLC (insurance) and PlainsCapital (financial services
and products). Within the PlainsCapital unit are three primary wholly owned operating subsidiaries: the Bank, PrimeLending and First
Southwest. The following provides additional details regarding our updated organizational structure at March 31, 2014.

 Geographic Dispersion of our Businesses

        The Bank provides traditional banking services, residential mortgage lending, wealth and investment management, treasury management
and capital equipment leasing. Substantially all of our banking operations are in Texas, and as a result of the FNB Transaction, the Bank has a
presence in every major market in Texas.
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        For the year ended December 31, 2013, approximately 66% of PrimeLending's origination volume was concentrated in nine states (none of
the other states in which PrimeLending operated during 2013 had volume of 3% or more). The following table is a summary of the origination
volume by state for the year ended December 31, 2013 (dollars in thousands).

Volume
% of
Total

Texas $ 2,660,810 22.56%
California 2,082,184 17.66%
North Carolina 618,802 5.25%
Virginia 466,531 3.96%
Florida 456,643 3.87%
Arizona 392,006 3.32%
Maryland 385,215 3.27%
Ohio 383,518 3.25%
Washington 360,100 3.05%
All other states 3,986,753 33.81%

​ ​ ​ ​​​ ​​
$ 11,792,562 100.00%

​ ​ ​ ​​​ ​​
​ ​ ​ ​​​ ​​

        Our insurance products are distributed through a broad network of independent agents and a select number of managing general agents,
referred to as MGAs, which are concentrated in five states (none of the other states in which we operated during 2013 had gross written
premiums of 3% or more). The following table sets forth our total gross written premiums by state for the periods shown (dollars in thousands).

Year Ended December 31,

2013
% of
Total 2012

% of
Total 2011

% of
Total

Texas $ 125,696 69.1% $ 118,361 69.5% $ 117,046 73.0%
Oklahoma 16,494 9.1% 15,398 9.1% 10,804 6.7%
Arizona 15,904 8.7% 13,914 8.2% 12,376 7.7%
Tennessee 10,589 5.8% 10,527 6.2% 9,489 5.9%
Georgia 6,393 3.5% 5,454 3.2% 4,380 2.7%
All other states 6,892 3.8% 6,547 3.8% 6,346 4.0%

​ ​ ​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​
Total $ 181,968 100.0% $ 170,201 100.0% $ 160,441 100.0%

​ ​ ​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​
​ ​ ​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​

        FSC, a diversified investment banking firm and a registered broker-dealer, competes for business nationwide. Public finance financial
advisory revenues, of which 76% are from entities located in Texas, represent a significant portion of total segment revenues.

 Business Segments

        Under U.S. generally accepted accounting principles ("GAAP"), our two business units are comprised of four reportable business segments
organized primarily by the core products offered to the segments' respective customers: banking, mortgage origination, insurance and financial
advisory. These segments reflect the manner in which operations are managed and the criteria used by our chief operating decision maker
function to evaluate segment performance, develop strategy and allocate resources. Our chief operating decision maker function consists of the
President and Chief Executive Officer of Hilltop and the Chief Executive Officer of PlainsCapital.
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        For more financial information about each of our business segments, see "�Management's Discussion and Analysis of Financial Condition
and Results of Operations," herein. See also Note 30 in the notes to our audited consolidated financial statements included herein.

Banking

        The banking segment includes the operations of the Bank and, since September 14, 2013, the operations acquired in the FNB Transaction.
At March 31, 2014, our banking segment had $8.0 billion in assets and total deposits of $6.6 billion. The primary sources of our deposits are
residents and businesses located in Texas.

        Business Banking.    Our business banking customers primarily consist of agribusiness, energy, health care, institutions of higher education,
real estate (including construction and land development) and wholesale/retail trade companies. We provide these customers with extensive
banking services, such as Internet banking, business check cards and other add-on services as determined on a customer-by-customer basis. Our
treasury management services, which are designed to reduce the time, burden and expense of collecting, transferring, disbursing and reporting
cash, are also available to our business customers. We offer these business customers lines of credit, equipment loans and leases, letters of credit,
agricultural loans, commercial real estate loans and other loan products.

        The table below sets forth a distribution of the banking segment's non-covered and covered loans, classified by portfolio segment and
segregated between those considered to be purchased credit impaired ("PCI") loans and all other originated or acquired loans at December 31,
2013 (dollars in thousands). PCI loans showed evidence of credit deterioration that makes it probable that all contractually required principal and
interest payments will not be collected. The banking segment's loan portfolio includes "covered loans" acquired in the FNB Transaction that are
subject to loss-share agreements with the FDIC, while all other loans held by the Bank are referred to as "non-covered loans." The commercial
and industrial non-covered loans category includes a $1.3 billion warehouse line of credit extended to PrimeLending, of which $1.0 billion was
drawn at December 31, 2013, as well as term loans at First Southwest that had an outstanding balance of $23.0 million at December 31, 2013.
Amounts advanced against the warehouse line and the First Southwest term loans are included in the table below, but are eliminated from the
consolidated balance sheets.

Non-covered loans
Loans, excluding

PCI Loans
PCI
Loans

Total
Loans

% of Total
Non-Covered

Loans
Commercial and industrial:
Secured $ 2,229,778 $ 35,372 $ 2,265,150 53.3%
Unsecured 106,855 1,444 108,299 2.6%
Real estate:
Secured by commercial properties 1,045,964 36,255 1,082,219 25.5%
Secured by residential properties 373,242 2,995 376,237 8.9%
Construction and land development:
Residential construction loans 65,079 � 65,079 1.5%
Commercial construction loans and land development 279,655 19,817 299,472 7.0%
Consumer 51,067 4,509 55,576 1.3%

​ ​ ​ ​​​ ​​​ ​​​ ​​
Total non-covered loans $ 4,151,640 $ 100,392 $ 4,252,032 100.0%

​ ​ ​ ​​​ ​​​ ​​​ ​​
​ ​ ​ ​​​ ​​​ ​​​ ​​
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Covered loans
Loans, excluding

PCI Loans
PCI
Loans

Total
Loans

% of Total
Covered
Loans

Commercial and industrial:
Secured $ 24,913 $ 28,520 $ 53,433 5.3%
Unsecured 3,620 9,890 13,510 1.4%
Real estate:
Secured by commercial properties 64,819 365,306 430,125 42.7%
Secured by residential properties 158,485 199,372 357,857 35.6%
Construction and land development:
Residential construction loans 7,463 4,705 12,168 1.2%
Commercial construction loans and land development 17,913 121,363 139,276 13.8%

​ ​ ​ ​​​ ​​​ ​​​ ​​
Total covered loans $ 277,213 $ 729,156 $ 1,006,369 100.0%

​ ​ ​ ​​​ ​​​ ​​​ ​​
​ ​ ​ ​​​ ​​​ ​​​ ​​

        Our lending policies seek to achieve the goal of establishing an asset portfolio that will provide a return on stockholders' equity sufficient to
maintain capital to assets ratios that meet or exceed established regulations. In support of that goal, we have designed our underwriting standards
to determine:

�
That our borrowers possess sound ethics and competently manage their affairs;

�
That we know the source of the funds the borrower will use to repay the loan;

�
That the purpose of the loan makes economic sense; and

�
That we identify relevant risks of the loan and determine that the risks are acceptable.

        We implement our underwriting standards according to the facts and circumstances of each particular loan request, as discussed below.

        Commercial and industrial loans are primarily made within Texas and are underwritten on the basis of the borrower's ability to service the
debt from cash flow from an operating business. In general, commercial and industrial loans involve more credit risk than residential and
commercial mortgage loans and, therefore, usually yield a higher return. The increased risk in commercial and industrial loans results primarily
from the type of collateral securing these loans, which typically includes commercial real estate, accounts receivable, equipment and inventory.
Additionally, increased risk arises from the expectation that commercial and industrial loans generally will be serviced principally from
operating cash flow of the business, and such cash flows are dependent upon successful business operations. Historical trends have shown these
types of loans to have higher delinquencies than mortgage loans. As a result of the additional risk and complexity associated with commercial
and industrial loans, such loans require more thorough underwriting and servicing than loans to individuals. To manage these risks, our policy is
to attempt to secure commercial and industrial loans with both the assets of the borrowing business and other additional collateral and guarantees
that may be available. In addition, depending on the size of the credit, we actively monitor the financial condition of the borrower by analyzing
the borrower's financial statements and assessing certain financial measures, including cash flow, collateral value and other appropriate credit
factors. We also have processes in place to analyze and evaluate on a regular basis our exposure to industries, products, market changes and
economic trends.

        The Bank also offers term financing on commercial real estate properties that include retail, office, multi-family, industrial, warehouse and
non-owner occupied single family residences. Commercial mortgage lending can involve high principal loan amounts, and the repayment of
these loans is dependent, in large part, on a borrower's on-going business operations or on income generated from
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the properties that are leased to third parties. Accordingly, we apply the measures described above for commercial and industrial loans to our
commercial real estate lending, with increased emphasis on analysis of collateral values. As a general practice, the Bank requires its commercial
mortgage loans to (i) be secured with first lien positions on the underlying property, (ii) generate adequate equity margins, (iii) be serviced by
businesses operated by an established management team and (iv) be guaranteed by the principals of the borrower. The Bank seeks lending
opportunities where cash flow from the collateral provides adequate debt service coverage and/or the guarantor's net worth is comprised of assets
other than the project being financed.

        The Bank offers construction financing for (i) commercial, retail, office, industrial, warehouse and multi-family developments,
(ii) residential developments and (iii) single family residential properties. Construction loans involve additional risks because loan funds are
advanced upon the security of a project under construction, and the project is of uncertain value prior to its completion. If the Bank is forced to
foreclose on a project prior to completion, it may not be able to recover the entire unpaid portion of the loan. Additionally, it may be required to
fund additional amounts to complete a project and may have to hold the property for an indeterminate period of time. Because of uncertainties
inherent in estimating construction costs, the market value of the completed project and the effects of governmental regulation on real property,
it can be difficult to accurately evaluate the total funds required to complete a project and the related loan-to-value ratio. As a result of these
uncertainties, construction lending often involves the disbursement of substantial funds with repayment dependent, in part, on the success of the
ultimate project rather than the ability of a borrower or guarantor to repay the loan. We generally require that the subject property of a
construction loan for commercial real estate be pre-leased, since cash flows from the completed project provide the most reliable source of
repayment for the loan. Loans to finance these transactions are generally secured by first liens on the underlying real property. The Bank
conducts periodic completion inspections, either directly or through an agent, prior to approval of periodic draws on these loans.

        In addition to the real estate lending activities described above, a portion of the Bank's real estate portfolio consists of single family
residential mortgage loans typically collateralized by owner occupied properties located in its market areas. These residential mortgage loans are
generally secured by a first lien on the underlying property and have maturities up to thirty years. At December 31, 2013, the Bank had
$582.6 million in one-to-four family residential loans, which represented 12.9% of its total loans held for investment.

        Personal Banking.    We offer a broad range of personal banking products and services for individuals. Similar to our business banking
operations, we also provide our personal banking customers with a variety of add-on features such as check cards, safe deposit boxes, Internet
banking, bill pay, overdraft privilege services, gift cards and access to automated teller machine (ATM) facilities throughout the United States.
We offer a variety of deposit accounts to our personal banking customers including savings, checking, interest-bearing checking, money market
and certificates of deposit.

        We loan to individuals for personal, family and household purposes, including lines of credit, home improvement loans, home equity loans,
credit cards and loans for purchasing and carrying securities. At December 31, 2013, we had $55.6 million of loans for these purposes, which are
shown in the non-covered loans table above as "Consumer."

        Wealth and Investment Management.    Our private banking team personally assists high net worth individuals and their families with their
banking needs, including depository, credit, asset management, and trust and estate services. We offer trust and asset management services in
order to assist these customers in managing, and ultimately transferring, their wealth. Our wealth management services provide personal trust,
investment management and employee benefit plan administration services, including estate planning, management and administration,
investment portfolio management, employee benefit accounts and individual retirement accounts.
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Mortgage Origination

        Our mortgage origination segment operates through a wholly owned subsidiary of the Bank, PrimeLending. Founded in 1986,
PrimeLending is a residential mortgage banker licensed to originate and close loans in all 50 states and the District of Columbia. At March 31,
2014, it operated from over 300 locations in 42 states. During 2013, PrimeLending originated approximately 23% of its mortgages from its
Texas locations and approximately 18% of its mortgages from locations in California. The mortgage lending business is subject to seasonality,
as we typically experience increased loan origination volume from purchases of homes during the spring and summer, when more people tend to
move and buy or sell homes, and the overall demand for mortgage loans is driven largely by the applicable interest rates at any given time.

        PrimeLending handles loan processing, underwriting and closings in-house. Mortgage loans originated by PrimeLending are funded
through a warehouse line of credit maintained with the Bank. PrimeLending sells substantially all mortgage loans it originates to various
investors in the secondary market, the majority with servicing released. While PrimeLending's loan origination volume has decreased since the
second quarter of 2013, PrimeLending increased the amount of loans on which it retained servicing. As mortgage loans are sold in the secondary
market, PrimeLending pays down its warehouse line of credit with the Bank. Loans sold are subject to certain standard indemnification
provisions with investors, including the repurchase of loans sold and the repayment of sales proceeds to investors under certain conditions.

        Our mortgage lending underwriting strategy, driven in large measure by secondary market investor standards, seeks primarily to originate
conforming loans. Our underwriting practices include:

�
granting loans on a sound and collectible basis;

�
obtaining a balance between maximum yield and minimum risk;

�
ensuring that primary and secondary sources of repayment are adequate in relation to the amount of the loan; and

�
ensuring that each loan is properly documented and, if appropriate, adequately insured.

        Since its inception, PrimeLending has grown from a staff of 20 individuals producing approximately $80 million in annual closed mortgage
loan volume to a staff of approximately 2,600 producing $11.8 billion in 2013. PrimeLending offers a variety of loan products catering to the
specific needs of borrowers seeking purchase or refinancing options, including 30-year and 15-year fixed rate conventional mortgages,
adjustable rate mortgages, jumbo loans, and Federal Housing Administration ("FHA") and Veteran Affairs ("VA") loans. Mortgage loans
originated by PrimeLending are secured by a first lien on the underlying property. PrimeLending does not currently originate subprime loans
(which we define to be loans to borrowers having a Fair Isaac Corporation (FICO) score lower than 620 on conventional mortgages and VA
loans or 600 on FHA loans or loans that do not comply with applicable agency or investor-specific underwriting guidelines).

Insurance

        The operations of NLC comprise our insurance segment. NLC specializes in providing fire and limited homeowners insurance for low
value dwellings and manufactured homes primarily in Texas and other areas of the south, southeastern and southwestern United States. NLC's
product lines also include enhanced homeowners products offering higher coverage limits with distribution restricted to select agents. NLC
targets underserved markets through a broad network of independent agents currently operating in 14 states and a select number of MGAs,
which require underwriting expertise that many larger carriers have been unwilling to develop given the relatively small volume of premiums
produced by local agents.
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        Ratings.    Many insurance buyers, agents and brokers use the ratings assigned by A.M. Best and other rating agencies to assist them in
assessing the financial strength and overall quality of the companies from which they purchase insurance. The ratings for NLIC and ASIC of "A"
(Excellent) were affirmed by A.M. Best in April 2013. An "A" rating is the third highest of 16 rating categories used by A.M. Best. In evaluating
a company's financial and operating performance, A.M. Best reviews a company's profitability, leverage and liquidity, as well as its book of
business, the adequacy and soundness of its reinsurance, the quality and estimated market value of its assets, the adequacy of its liabilities for
losses and loss adjustment expenses ("LAE"), the adequacy of its surplus, its capital structure, the experience and competence of its management
and its market presence. This rating assignment is subject to the ability to meet A.M. Best's expectations as to performance and capitalization on
an ongoing basis, and is subject to revocation or revision at any time at the sole discretion of A.M. Best. NLC cannot ensure that NLIC and
ASIC will maintain their present ratings.

        Product Lines.    NLC's business is conducted in two product lines: personal lines and commercial lines. The personal lines include
homeowners, dwelling fire, manufactured home, flood and vacant policies. The commercial lines include commercial multi-peril, builders risk,
builders risk renovation, sports liability and inland marine policies.

        The NLC companies specialize in writing fire and homeowners insurance coverage for low value dwellings and manufactured homes. The
vast majority of NLC's property coverage is written on policies that provide actual cash value payments, as opposed to replacement cost. Under
actual cash value policies, the insured is entitled to receive only the cost of replacing or repairing damaged or destroyed property with
comparable new property, less depreciation. Replacement cost does not include such a deduction for depreciation. In 2010, NLC expanded its
homeowners insurance products to include replacement cost coverage, which also includes limited water coverage. These new products have
been marketed and sold primarily in Texas. The development and implementation of these new products contributed to the premium growth at
NLC since 2011. Rate increases and exposure management are expected to moderate future policy growth.

        Underwriting and Pricing.    NLC applies its regional expertise, underwriting discipline and a risk-adjusted, return-on-equity-based
approach to capital allocation to primarily offer short-tail insurance products in its target markets. NLC's underwriting process involves securing
an adequate level of underwriting information from its independent agents, identifying and evaluating risk exposures and then pricing the risks it
chooses to accept. Management reviews pricing on an ongoing basis to monitor any emerging issues on a specific coverage or geographic
territory.

        Catastrophe Exposure.    NLC maintains a comprehensive risk management strategy, which includes actively monitoring its catastrophe
prone territories by zip code to ensure a diversified book of risks. NLC utilizes software and risk support from its reinsurance brokers to analyze
its portfolio and catastrophe exposure. Biannually, NLC has its entire portfolio analyzed by its reinsurance broker who utilizes hurricane and
severe storm models to predict risk.

        Reinsurance.    NLC purchases reinsurance to reduce its exposure to liability on individual risks and claims and to protect against
catastrophe losses. NLC's management believes that less volatile, yet reasonable returns are in the long-term interest of NLC.

        Reinsurance involves an insurance company transferring, or ceding, a portion of its risk to another insurer, the reinsurer. The reinsurer
assumes the exposure in return for a portion of the premium. The ceding of risk to a reinsurer does not legally discharge the primary insurer from
its liability for the full amount of the policies on which it obtains reinsurance. Accordingly, the primary insurer remains liable for the entire loss
if the reinsurer fails to meet its obligations under the reinsurance agreement, and as a result, the primary insurer is exposed to the risk of
non-payment by its reinsurers. In formulating its reinsurance programs, NLC believes that it is selective in its choice of reinsurers and considers
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numerous factors, the most important of which are the financial stability of the reinsurer, its history of responding to claims and its overall
reputation.

        NLC purchases catastrophe excess of loss reinsurance to a limit that exceeds the Hurricane 200-year return time as modeled by RMS Risk
Link v.13.0 and equals the Hurricane 500-year return time as modeled by AIR Classic v.15.0.

        Liabilities for Unpaid Losses and Loss Adjustment Expenses.    NLC's liabilities for losses and loss adjustment expenses include liabilities
for reported losses, liabilities for incurred but not reported, or IBNR, losses and liabilities for LAE, less a reduction for reinsurance recoverables
related to those liabilities. The amount of liabilities for reported claims is based primarily on a claim-by-claim evaluation of coverage, liability,
injury severity or scope of property damage, and any other information considered relevant to estimating exposure presented by the claim. The
amounts of liabilities for IBNR losses and LAE are estimated on the basis of historical trends, adjusted for changes in loss costs, underwriting
standards, policy provisions, product mix and other factors. Estimating the liability for unpaid losses and LAE is inherently judgmental and is
influenced by factors that are subject to significant variation. Liabilities for LAE are intended to cover the ultimate cost of settling claims,
including investigation and defense of lawsuits resulting from such claims. Based upon the contractual terms of the reinsurance agreements,
reinsurance recoverables offset, in part, NLC's gross liabilities.

        Significant periods of time can elapse between the occurrence of an insured loss, the reporting of the loss to the insurer and the insurer's
payment of that loss. NLC's liabilities for unpaid losses represent the best estimate at a given point in time of what it expects to pay claimants,
based on facts, circumstances and historical trends then known. During the loss settlement period, additional facts regarding individual claims
may become known and, consequently, it often becomes necessary to refine and adjust the estimates of liability.

        Loss Development.    The following tables set forth the annual calendar year-end reserves of NLIC and ASIC since 2004 and the subsequent
development of these reserves through December 31, 2013. These tables present accident year development data. The first line of each table
shows, for the years indicated, net liability, including IBNR, as originally estimated. The next section sets forth the re-estimates in later years of
incurred losses, including payments, for the years indicated. The changes in the original estimate are caused by a combination of factors,
including: (1) claims being settled for amounts different than originally estimated; (2) the net liability being increased or decreased for claims
remaining open as more information becomes known about those individual claims; and (3) more or fewer claims being reported after
December 31, 2004 than had occurred prior to that date. The bottom section of the table shows, by year, the cumulative amounts of net losses
and LAE paid as of the end of each succeeding year.

        The "net cumulative redundancy (deficiency)" represents, as of December 31, 2013, the difference between the latest re-estimated net
liability and the net liability as originally estimated for losses and LAE retained by us. A redundancy means the original estimate was higher
than the current estimate; and a deficiency means that the original estimate was lower than the current estimate. The following loss development
tables for NLIC and ASIC are presented net of reinsurance recoverable (in thousands).
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 National Lloyds Insurance Company

Year Ended December 31,

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Original Reserve* $ 33,951 $ 41,282 $ 47,684 $ 44,613 $ 65,592 $ 60,392 $ 55,482 $ 81,589 $ 87,943 $ 86,524

1 year later 28,106 36,332 43,640 44,064 64,864 62,337 54,987 82,065 88,708
2 years later 27,593 40,391 43,465 44,134 65,070 62,014 54,672 81,782
3 years later 25,747 41,231 43,394 43,950 64,702 61,759 54,554
4 years later 25,712 39,735 43,387 43,788 64,569 61,328
5 years later 25,579 39,699 43,366 43,649 64,547
6 years later 25,582 39,675 43,365 43,679
7 years later 25,568 39,674 43,363
8 years later 25,565 39,677
9 years later 25,565
Net cumulative
redundancy
(deficiency) 8,386 1,605 4,321 934 1,045 (936) 928 (193) (765)
Cumulative amount of
net liability paid as of:

1 year later 24,747 32,871 42,301 42,478 63,761 59,977 53,387 79,853 82,762
2 years later 25,149 34,625 42,668 43,245 64,203 60,517 53,872 80,591
3 years later 25,388 36,157 43,140 43,495 64,391 61,081 54,161
4 years later 25,462 39,533 43,361 43,563 64,477 61,233
5 years later 25,521 39,646 43,365 43,648 64,538
6 years later 25,538 37,674 43,365 43,650
7 years later 25,564 39,674 43,363
8 years later 25,565 39,677
9 years later 25,565

 American Summit Insurance Company

Year Ended December 31,

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Original Reserve* $ 8,297 $ 11,041 $ 13,003 $ 9,351 $ 12,769 $ 9,773 $ 12,486 $ 14,829 $ 13,547 $ 15,152

1 year later 7,388 9,932 13,014 9,154 12,009 9,423 13,153 14,126 13,235
2 years later 6,999 9,918 12,998 9,335 11,943 9,088 12,974 14,044
3 years later 6,859 9,918 13,435 9,235 11,880 9,023 12,873
4 years later 6,772 9,797 13,216 9,200 12,048 8,701
5 years later 6,714 9,820 13,195 9,197 12,342
6 years later 6,787 9,815 13,188 9,196
7 years later 6,743 9,812 13,187
8 years later 6,730 9,913
9 years later 6,730
Net cumulative
redundancy (deficiency) 1,567 1,128 (184) 155 427 1,072 (387) 785 312
Cumulative amount of
net liability paid as of:

1 year later 6,566 9,341 12,429 8,732 11,560 8,800 12,390 13,511 12,423
2 years later 6,610 9,578 12,639 9,095 11,637 8,803 12,632 13,842
3 years later 6,682 9,679 13,326 9,193 11,726 8,917 12,792
4 years later 6,699 9,740 13,161 9,196 12,040 8,672
5 years later 6,714 9,813 13,188 9,196 12,341
6 years later 6,720 9,813 13,188 9,196
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7 years later 6,723 9,812 13,187
8 years later 6,730 9,813
9 years later 6,730

*
Including amounts paid in respective year.
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        Please refer to Note 28 in the notes to Hilltop's audited consolidated financial statements included in this proxy statement/prospectus for a
reconciliation of the reserves presented in the tables above to the reserves for losses and loss adjustment expenses set forth in the consolidated
balance sheets at December 31, 2013 and 2012.

        Current loss reserve development has been generally favorable with the exception of accident year 2012. Accident years 2007 through 2011
have shown cumulative favorable loss development of $3.8 million through December 31, 2013. Accident year 2012 had net unfavorable loss
development of $0.5 million, with unfavorable development of $0.8 million at NLIC, offset by favorable loss development of $0.3 million at
ASIC. The unfavorable loss development at NLIC is significantly attributable to extraordinary increases in losses from wind and hail losses and
storms that occurred in Texas during 2012.

        The following table is a reconciliation of the gross liability to net liability for losses and loss adjustment expenses (in thousands).

December 31,*

2007 2008 2009 2010 2011 2012 2013
Gross unpaid losses $ 18,091 $ 34,023 $ 33,780 $ 58,882 $ 44,835 $ 34,012 $ 27,468
Reinsurance
recoverable (2,692) (14,613) (21,102) (43,773) (25,083) (10,385) (4,508)

​ ​​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​
Net unpaid losses $ 15,399 $ 19,410 $ 12,678 $ 15,109 $ 19,752 $ 23,627 $ 22,960

​ ​​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​
​ ​​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​​ ​​

*
Information is not presented for the periods ended prior to January 31,
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