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Research Update:
Financial Guaranty Insurance Co. Ratings

Lowered To 'CC' From 'CCC' Then Withdrawn

Rationale

On April 22, 2009, Standard & Poor's Ratings Services lowered its counterparty
credit, financial strength, and financial enhancenent ratings on Financial
Guaranty Insurance Co. (FAC) to 'CC from'CCC and assigned a negative

out | ook.

Standard & Poor's subsequently withdrew the ratings on FAC and its 'CC
counterparty credit rating on the hol ding conmpany, FGA C Corp., because of our
expectation that tinmely and conprehensive financial information will no | onger
be avail abl e.

Recently rel eased GAAP financial statenents for both FA@ C and FGA C Corp.
contain a statenent fromthe i ndependent auditor that there is substantial
doubt regarding the conpany's ability to continue as a going concern. The
i ssuance of this opinion results in an event of default by FG C Corp. under

the terms of the conpany's revolving credit agreenent. There is $46 mllion
out st andi ng under the facility, and FA C Corp., though it is attenpting to
secure a waiver, does not have the resources to repay this amount in full if

it were to becone due on an accelerated basis. In addition, because FGCis in
a negative earned surplus position, it is not able to pay dividends to FG C
Cor p.

FGA C s capital and surplus totaled $505.5 million as of Dec. 31, 2008. In
the fourth quarter of 2008, the conversion of the conpany's contingent capital
facility into $300 mllion in FGA C preferred shares suppl enented surpl us.
Neverthel ess, given our current loss estinate of $4.8 billion relative to
about $3.0 billion in statutory reserves plus clainms paid for FAC, capital
and surplus could fall below the $65 nmillion mininmum statutory requirenent,
whi ch could trigger regulatory intervention. Al so, following the MBIA
rei nsurance transaction, whereby FA C ceded $188 billion of nunicipal
busi ness, FA C s insured portfolio is especially concentrated. At year-end
2008, about 83% of the total insured portfolio was in the structured finance
and international sectors.

Outlook

The negative outl ook reflected the possibility that additional |osses

i ncurred, as suggested by our RVMBS and CDO of ABS | oss estimate, could result
in capital and surplus below the mninmumstatutory requirement of $65 mllion.
The negative outl ook on hol di ng company FGA C Corp. reflected the i ndependent
auditor's issuance of a going concern opinion, which triggered an event of
default on the conpany's revolving credit facility.
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Ratings List

Downgr aded
To From
Fi nanci al Guaranty | nsurance Co.
FA C UK Ltd.
Counterparty Credit Rating CC/ Negat i ve/ - - CCC/ Negati ve/ - -
Fi nanci al Enhancenment Rati ng
Local Currency ca--/-- ccd --1/--
Financial Strength Rating
Local Currency CC/ Negat i ve/ - - CCC/ Negati ve/ - -
Fi nanci al Guaranty | nsurance Co.
Fi nanci al Program
Local Currency ca--1/-- ccal --1/--
Rati ngs Affirned
FA C Corp.
Counterparty Credit Rating
Forei gn Currency CC/ Negat i ve/ - -
Seni or Unsecured CcC
Rati ngs Wt hdrawn
To From
Fi nanci al Guaranty | nsurance Co.
FG C UK Ltd.
Counterparty Credit Rating NR CC/ Negat i ve/ - -
Fi nanci al Enhancenent Rati ng
Local Currency NR cc--1/--
Fi nancial Strength Rating
Local Currency NR CC/ Negat i ve/ - -
Fi nanci al Guaranty | nsurance Co.
Fi nanci al Program
Local Currency NR ca--1/--
FA C Corp.
Counterparty Credit Rating
For ei gn Currency NR CC/ Negat i ve/ - -
Seni or Unsecured NR CcC

Conplete ratings information is available to RatingsDi rect subscribers at

www. ratingsdirect.com Al ratings affected by this rating action can be found
on Standard & Poor's public Wb site at www. st andardandpoors. com sel ect your
preferred country or region, then Ratings in the |eft navigation bar, foll owed
by Find a Rating.
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