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Research Update:
Financial Guaranty Insurance Co. Lowered To

'BB' From 'A’

Rationale

On March 28, 2008, Standard & Poor's Ratings Services lowered its financial
strength rating on Financial Quaranty Insurance Co. (FA C) six notches, to
"BB" from'A, and its rating on hol ding conpany FA C Corp. six notches, to
"B from'BBB' . Standard & Poor's al so renoved the ratings from Credi t Wat ch
with negative inplications, where they had been placed on March 21, 2008; the
outl ook is negative.

At the same tinme, Standard & Poor's suspended its ratings on public finance
and corporate transactions insured by FA@ C that do not have an underlying
public rating (SPUR).

In our opinion, FG C has been slow to identify the unfavorable insured
portfolio trends that have energed and has failed to inplement a strategic
plan to re-establish itself as a viable operating entity capable of witing
new busi ness. The conpany has suspended underwiting new business in order to
generate internal capital. Qur increased concerns over regulatory and
manageri al issues have led to a downgrade to the specul ative grade | evel.

Unli ke many of its peers, FGA C has been unsuccessful so far in raising new
external capital. The violation of certain New York State |nsurance Depart ment
risk limts, as noted in financial statements released on March 26, 2008, may
further hanper these efforts. The departure of FA C s president, announced
today, may further reduce managenent's overall effectiveness.

Wil e the conpany has reportedly advised the Insurance Departnment of its
desire to split into a nobstly nunicipal operation, with a second conpany
insuring nmostly structured finance transactions, progress has been slow, in
our view. Most inportantly, and regardl ess of whatever structure the conmpany
ultimately deci des upon, we believe that new capital is a critical conponent.
The recent announcenent by the PM G oup, FAC s principal owner, that it
woul d not be contributing additional capital was a setback. As time passes,
the possibility of a run-off situation for FA C becones greater in our

opi nion, and the likelihood of FA C continuing as an operating entity capabl e
of writing new business is waning.

Hol di ng conpany FA C Corp.'s ability to service its debt may be constrai ned by
FA C s statutory earned surplus deficit, resulting in FGA C being unable to
upstream di vidends to FA@ C Corp. without insurance departnent approval.

Standard & Poor's believes that the credit characteristics of the underlying
i nsured nuni ci pal, corporate, and structured transacti ons may be stronger than
the FA C-enhanced rating foll owi ng the downgrade. For those issuers or issues
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for which we currently have an underlying rating, or SPUR, Standard & Poor's
will rate to the higher of the SPUR or the insurer. Standard & Poor's has
suspended its ratings on those issuers or issues that do not currently carry a
SPUR. The option to enter a rating process in order to obtain a SPUR renai ns
avail able to issuers.

A SPUR is our opinion of the stand-al one creditworthiness of an issuer or
transaction--that is, the capacity to pay debt service on a debt issue in
accordance with its terns, w thout considering an otherw se applicabl e bond

i nsurance policy. The SPUR, once assigned, remains in place regardl ess of what
happens to the credit enhancer's rating, and is subject to surveillance by

St andard & Poor's.

Lists of the ratings that have changed as a result of this action are posted
at www. spviews.com Go to the |eft-hand navigation bar and click on "Deal s
Affected" to view or download the |ists.

Ratings List
Downgr aded; CreditWatch/ Qutl ook Action

To From
Fi nanci al Guaranty | nsurance Co.
| ssuer Credit Rating BB/ Negati ve/ - - A VWAt ch Neg/ - -
Financial Strength Rating
Local Currency BB/ Negati ve/ - - A VWAt ch Neg/ - -
Fi nanci al Enhancenent Rati ng
Local Currency BB/ - - A Wat ch Neg/ - -
Fi nanci al Program
Local Currency BB/ - - A/ Wat ch Neg/ - -
FA C Corp.
| ssuer Credit Rating
Forei gn Currency B/ Negati ve/ - - BBB/ WAt ch Neg/ - -
Seni or Unsecured
Local Currency B BBB/ Wat ch Neg
FA C UK Ltd.
| ssuer Credit Rating BB/ Negati ve/ - - A/ WAt ch Neg/ - -
Fi nancial Strength Rating
Local Currency BB/ Negati ve/ - - A WAt ch Neg/ - -
Fi nanci al Enhancenent Rati ng
Local Currency BB/ - - A VWt ch Neg/ - -

Conplete ratings information is available to subscribers of RatingsDirect, the
real -ti nme Web-based source for Standard & Poor's credit ratings, research, and
risk analysis, at wwsv. ratingsdirect.com Al ratings affected by this rating
action can be found on Standard & Poor's public Wb site at

www.standardandpoors.com/ratingsdirect
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www. st andar dandpoors. com sel ect your preferred country or region, then
Ratings in the left navigation bar, followed by Credit Ratings Search.
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